


F MARKET FOR THE NEXT FORINIGHI * 





$4 


PRIL 14. 1945 


vy 
Which Companies 
-To Hold -To Avoid 


In The Period Ahead 


Yu This Issue - 


List of ..- 
Companies Ha 


Discounted Peac 
By H. F. Travis 


ving Largely 
e Prospects 








THE YEAR THE TIDE TURNED... 





1944 was the year of greatest 
advance in invention, science and 
industrial production in world 





history. Here is a part of that rec- 
ord as written by Westinghouse. 








in the new field of jet propulsion for the Navy Bureau of 
Aeronautics, we developed the first completely American jet 
propulsion engine, which promises to produce more power, for 
its weight, than any of the European-designed engines now 
being built in this country. 


Electric power plants on wheels... we built and delivered 34 
Westinghouse Power Trains, each a complete power plant 
on railway cars. By means of these remarkable trains, electric 
service can be “shipped” to liberated and devastated areas 
behind the fighting fronts. 





Aboard aircraft carriers .. new Westinghouse-designed eleva- 
tors are in action. We found a way to get carrier planes to and 
from the flight deck faster, keeping it clear for flying opera- 
tions. A development that has proved very important in 
getting more planes in the air quicker. 





We stayed on our jobs, 115,000 strong... no major strike 
or slowdown has occurred in any Westinghouse plant since 
war began. 14,867 employees earned cash Suggestion Awards 
for new ways to increase production, cut costs. We employed 
5,620 honorably-discharged veterans, many of them wearers 
of the Purple Heart. In addition to the big job of operating 
our own plants .. . Westinghouse operated 3 of the 7 great 
Navy-owned ordnance plants. 





A promise for the future .. There is a lot to be done yet... 
and you can count on Westinghouse men and women to do 
their share of the war job as long as American men still fight 
anywhere. And when war is won, you can look to us for the 
best in electric appliances, radios, lighting, electrical equipment 
for industry ... and for continued leadership in new fields. 





Against enemies even more deadly than the Jap.. a mighty 
weapon was developed by Westinghouse engineers, co-operat- 
ing with the Army and the Department of Agriculture. The 
enemy .. . disease-carrying insects. Scourge of fighting men 
through the ages! The weapon . . . the Bug Bomb, no bigger 
than a can of soup, means sudden death to insect pests in 250 
pup tents or 50 big bombers, 


PRODUCTION 





A billion dollars’ worth of production and service . .. was 
delivered by Westinghouse to America in 1944. Nearly half 
the money we received went for wages. Less than 3 cents per 
dollar were earned as profit on what we did. We paid the 
Government 102 millon dollars in taxes. For each dollar's 
worth of goods and services delivered we kept only a little 
more than 214 cents as net profit. 


Westinghouse Electric & Manufacturing Company, 
Pittsburgh 30, Pa. 


Westinghouse 
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There are no tricks—no hidden faces. Just 
see how many ordinary, every-day occupa- 
tions you can find. Count ‘em before you 
check the answer in the tiny type below. * 

Whatever the number, it’s a pretty safe bet 
that alf these occupations—and many morc 
—are represented among the folks who own 
your local electric light and power company. 

Housewives and farmers lead the stock- 
holder lists of most such companies. But there 
are plenty of nurses and doctors, teachers and 
me«fanics, secretaries and salesmen, too. 
*The artist —who vught to know anys there ure 45. 








There are several million of these direct own- 
¢rs—and you may be among them. 

Certainly you are included among the in- 
direct owners, if you have a savings account 
or life insurance policy. When you make a 
deposit or pay a premium, the money isn’t 
just stuffed in a strong-box and left there. 
It’s put to work earning a profit for you—a 
profit called “interest.” 

Banks and insurance companies invest your 
money carefully. They put a large proportion 










How many occupations in this picture? 


because these companies have proved their 
basic soundness over the years by dependable 
service and good business management. 

So the electric industry is- probably the 
most widely owned industry in America. 
Almost every American has a stake in it. And 
what helps the industry helps you. 


167 ELECTRIC LIGHT 
AND POWER COMPANIES 


SELF-SUPPORTING, TAX-PAYIN® GUSINESSES 




















of it into electric light and power securitics— Nemes on request from this magesine, 


© WEAR NELSON EDDY IN “THE ELECTRIC HOUR,” WITH ROBERT ARMBRUSTER’S ORCHESTRA. EVERY SUNDAY AFTERNOON, 4:30, EWT, CBS NETWORK. 







How to get fun out of a fact—and vice versa 


The advertisement shown here 
throws new light on the old myth 
that the electric business belongs 
to Wall Street. 


It’s a picture puzzle, but there’s 
nothing puzzling about the point it 
makes—that the real ownership of 
the electric industry goes right 
down into Main Street . . . to you 
and you and you! 


This advertisement appears in 


2 


national magazines during April. 


It is part of a public information 
program, now in its fourth year, 


which has aroused wide interest 


and enlisted more and more busi- 


ness-mauaged electric companies. 


Similar advertising in magazines, 
farm publications and newspapers 
is backed by the powerful force of 
radio—“The Electric Hour” featur- 
ing Nelson Eddy —every Sunday 


THE MAGAZINE OF WALL STREET 


afternoon, 4:30, EWT, over CBS. 


e Listen to “Tue Exvectric Hour” regu- 
larly. Read the advertisements. Tell your 
friends to do the same. Some of your sav- 
ings undoubtedly are invested in business- 
managed electric companies. And your ac- 
tive support of this American way of doing 
business helps to protect your investment. 


167 ELECTRIC LIGHT 
AND POWER COMPANIES 


SELF-SUPPORTING, TAX-PAYING BUSINESSES 


* Names on request from this magazine. 
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The Trend 


POSTWAR PROSPERITY ... On the surface of 
things it is not difficult to agree with Bernard 
Baruch’s prediction of a postwar wave of prosperity 
that may carry over for five or seven years after 
the war ‘“‘no matter what is done or not done.” What 
happens thereafter, he opines, will depend on the 
kind of peace we shall have. 

A boom greater than that of the Twenties’ is 
expected by many, for seemingly sound reasons. At 
home, unprecedented shortages will have to be made 
good, and the public possesses huge reserves of 
liquid savings to finance its purchases. Abroad, years 
of reconstruction loom ahead during which this 
country is likely to enjoy record peace-time exports. 
And the war has produced great advances in tech- 
nology that will enable industry to satisfy these 
demands efficiently. Presumably these are the fac- 
tors that Mr. Baruch had in mind when he predicted 
prosperity no matter what is done or not done; 
they are bound to operate as powerful economic 
stimulants almost automatically. 


But over and above these broad factors that will 
foster boom conditions, deliberate measures have 
been taken or are planned to further stimulate boom 
tendencies. To mention just a few: The GI Bill of 
Rights for immediate large payments to veterans 
may have an economic effect akin to the veteran 
bonus payments in 1936. There are ambitious and 


of Events 


large-scale public works projects and low-cost hous- 
ing schemes which are likely to be undertaken 
though not immediately needed for purposes of em- 
ployment. Very low interest rates and special aids 
to small business should stimulate enterprise every- 
where, and numerous measures are blueprinted to 
spur foreign trade. 

In short, a great and sustained boom appears vir- 
tually assured as far as we can foresee today. 
Nothing probably can do us out of that boom, yet 
there are a good many imponderables in today’s 
world outlook that seem to defy prediction of just 
how long the boom will last. A period of high pros- 
perity from two to three years seems almost a fore- 
gone conclusion but whether boom conditions may 
continue as long as five to seven years is another 
question. Let’s hope they do, by all means. But if 
so, we must not forget that such a prolonged period 
of intensive prosperity—pendulum-like—may lead 
over into a severe depression. So far we have not yet 
found a recipe for. endless prosperity; experience 
proves that no formula for preventing depressions 
has thus far succeeded. But they can be mitigated. 

A future depression can be made less likely and 
less severe by avoiding the application of stimulants 
that would exaggerate or unnaturally protect high 
boom conditions after the war, by not pushing the 
prosperity pendulum too far up. Private enterprise 
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can do much to that end but Government, even more, 
is in a position to prevent extreme swings by appro- 
priate action and policies. If that is done, we shall 
enjoy a much healthier prosperity. 


THE NEW EXPORT CONTROL GROUP... The super- 
committee of top U. S. agency executives recently 
created by War Mobilizer Byrnes to oversee distri- 
bution of short supplies for use abroad and at home 
will have to tackle a job of first-rate importance. 
Creation of the committee marks crystallization of 
the critical nature of the supply problem confront- 
ing the United States, chief storehouse of the United 
Nations. 

The committee’s role will be particularly significant 
during reconversion. Its main job consists of screen- 
ing and revising American export commitments in 
the light of the following problems: (1) The pros- 
pect of vast unexpected relief needs in conquered 
German territory to prevent chaos or revolution; 
(2) Long-ignored urgent needs of Italy and of 
United Nations such as France which are in a state 
of economic collapse; (3) Upward revision of Chi- 
nese needs which may run to $1 billion in the next 
five years; (4) The recently arranged Lend-Lease 
credit programs, approved for France and probably 
eventually extended to other Allies, calling for enor- 
mous quantities of materials and equipment now in 
short supply; (5) The continuing requirements of 
Latin American countries which received promises 
of American supplies at the Mexico City Confer- 
ence, and other friendly nations such as Turkey. 

The committee has been asked for immediate and 
authoritative action to guarantee equitable distri- 
bution of American exports among needy nations 
and to preclude injury to American civilian supply 
and to preparation for reconversion through ex- 
tensive exports. The move is both wise and urgently 
necessary, for growing demands piling in from all 
parts of the globe add up to far more than this 
country can meet in full. Also, there has been con- 
siderable criticism of stretching the Lend-Lease 
Act to cover postwar rehabilitation abroad. Last 
but not least, there has been mounting concern 
among domestic industry over its ability to recon- 
vert expeditiously, fear that heavy commitments 
abroad, especially in machinery lines, may painfully 
encroach upon having its own reconversion require- 
ments met fully and promptly. 

The fact is that prospective but unprepared-for 
demands certainly to follow VE-Day have precipi- 
tated a supply crisis which the committee must 
attempt to solve. It portends a continuation of 
strict controls at least until termination of the Japa- 
ese war, perhaps longer. But by the same token. 
it should also be conducive to rapid and smooth 
elimination of controls as soon as practicable. 


THE BYRNES RESIGNATION ... With the resigna- 
tion of James J. Byrnes as Director of War Mobili- 
zation and Reconversion, the country loses an ex- 
tremely able administrator, a man who managed to 
maintain the confidence of Congress and the coun- 
try at large to an extent that few Federal civilian 
administrators today have been able to match. He 
will leave with general expressions of gratitude for 
a task well done. 





In choosing Mr. Vinson to succeed him, the Presi- 
dent has picked Mr. Byrnes’ most logical successor. 
As former Director of Economic Stabilization, Mr. 
Vinson has long held the position that most nearly 
approached that of Mr. Byrnes in scope and nature. 
He, too, enjoys an unusual degree of confidence in 
congressional circles. Since he has worked so long 
in close contact with Mr. Byrnes, he may be ex- 
pected to show a great deal of continuity of policy. 

The really intriguing question arising from this 
re-shuffle of top-flight administrators is: Who will 
succeed Mr. Vinson as Federal Loan Administrator, 
the office to which he was appointed only a few 
weeks ago following the exit of Jesse Jones? Or will 
he be expected to continue this task which certainly 
is a full-time job? 

A new Federal Loan Administrator ought to be 
chosen. It ought to be a man with long and extensive 
experience in banking, a man who could be depended 
upon to be above all personal and political con- 
siderations in the granting of loans during the vital 
period ahead. 


THE FUTURE OF WORLD TRADE ... Though the 
structure of international economic cooperation is 
being shaped through a series of individual arrange- 
ments, such as the International Monetary Fund 
and the International Bank, the Food and Agricul- 
ture Commission and the International Aviation Or- 
ganization, Government plans for an international 
trade and economic conference — vital for sound 
postwar world trade—may be long in developing. 
As it now appears, such a conference may not be 
held before next year. 

Broad uncertainties including the British political 
outlook and the extent of American commitment in 
the Bretton Woods agreements are positive factors 
in the postponement of a world trade conference. 
No less important is the general pre-occupation at 
this time with the Dumbarton Oaks plan which, as 
we know, includes a world economic organizational 
framework. 

Apparently, because a world trade conference is 
bound to strike participating nations at their eco- 
nomic core, officials are unwilling to proceed with 
it until there is better than an even chance of suc- 
cess. The feeling prevails that the difficult issues of 
State trading, quotas and discriminatory arrange- 
ments, cartels and commodity agreements can be 
safely broached under the spotlight of world public 
opinion only after a wide area of technical agreement 
among principal participants has been worked out 
in advance. Yet with the war in Europe in its final 
phase, time is pressing. 

One of the important tasks before the projected 
world trade parley will be formation of an inter- 
national trade organization to deal with transi- 
tional problems such as retention of trade restric- 
tions and controls during the period of economic 
stress almost certain to follow the end of hostilities 
in Europe. The time factor alone emphasis the need 
for early action. It highlights the necessity that 
agreement at the forthcoming San Francisco con- 
ference be not unduly delayed, for without ratifica- 
tion of Dumbarton Oaks, the World Trade Confer- 
ence is bound to move further into the distance. 
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As. g Seo GL: BY CHARLES BENEDICT 


COMMON SENSE VS. OPPORTUNISM 


S we are witnessing, the only thing that never 

changes is human nature. Only a few seem to 
gain wisdom as time goes on. And, because this is 
so, each generation — each century — goes through 
the ups and downs of the various cycles. That is 
why mankind makes progress slowly and why ma- 
terial advances far outrun the gains in wisdom 
and understanding that would create peace and 
harmony the world over. 

It is plain that the recent diplomatic exchanges 
on the eve of the San Francisco Conference are 
purely for the purpose of bargaining, and it is too 
bad that this should take place, as it is very dis- 
quieting to people everywhere, creating a fear as 
to the outcome of the final peace to which we are 
all looking forward with such hope — especially 
those people who have suffered almost beyond hu- 
man endurance, and who, from the results, see in 
power politics the great disrupting force of the 
world today. 

In the early days of the 


resentative comparable to our Mr. Stettinius and 
Britain’s Anthony Eden—her demand for addi- 
tional voting power — and for the inclusion of the 
unsatisfactory Lublin government, — have created 
great resentment and cynicism. Russian apologists 
were able to offer few excuses — that Russia was 
restive because the matter of the $6,000,000,000 
loan — for which she was bargaining —has_ not 
as yet been settled, and because of our recognition 
of the Argentine. However, this explanation did not 
go over very well in this country, coming on top 
of refusal of both Britain and the United States 
to accede to Russian demands for an invitation to 
the Lublin Committee. 

Since then, in recognition of her error of judg- 
ment, Russia has tried to smooth things over, and 
the final outcome remains to be settled at San 
Francisco. 

However, Russia is not in the same favorable 
position that she was before we cracked the Sieg- 
fried Line. Today our forces 








War, the goals of the various 
nations were closer to home, 
conflicts were stilled and 
noble phrases flowed freely 
from the lips of the world’s 
leaders. But, after each vic- 
tory, the horizons widened, 
and the goals were expanded 
to cover more and more 
ground; pure: nationalistic 
demands increased, until to- 
day opportunism is_ rife. 
And common sense is, on the 
whole, forgotten. 

This is the situation facing 
us for we stand in the middle 
of events with the entire 
world looking to us to solve 
its problems. Fortunately, 
our goals are tempered with 
common sense —so that we 
are willing to accept com- 
promises to secure that en- 
during peace which is the 
saving grace of the world. 








: are forging ahead while the 
Red Armies are being held in 
the North. And even if Rus- 
sia conquers Austria, they 
would still be blocked by the 
formidable mountain barrier 
that lies between that land 
and Germany proper. 

Nor am | electrified by Rus- 
sia’s announcement that she 
will refuse to renew her pact 
with Japan, which still has 
a year to run. I prefer to 
wait and see what Russia 
really intends by this state- 
ment — whether she serious- 
ly contemplates a break with 
Japan. It would have been 
more significant if Russia had 
taken this step a year ago. 
Since then our American 
forces have pushed their way 
almost to the Japanese Isles 
and Russia’s appearance on 
the scene at this late date 





Russell in The Los Angeles Times 





Despite every obstacle, we 
have forged steadily ahead, disregarding cynicism 
in various quarters, and the San Francisco Confer- 
ence is designed to establish the framework of the 
organization which will help to maintain and secure 
that peace. So close is this to the hearts of the 
American people that Russia’s attitude towards 
this Conference — her unwillingness to send a rep- 
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may well be for the purpose 
of laying claims to Manchukuo and those other 
parts of Asia for which she has been maneuvering. 

Reports from Moscow say that the Russian people 
were stunned by the announcement, for the war in 
Europe is not yet over, and Russia is still depend- 
ent on Lend-Lease for equipment and foodstuffs. 
Unless Russia is fully (Please turn to page 60) 








Market for the Next Fortnight 


The recent action has been modestly encouraging, but the market appears 
to have subsided into a trading-range affair and the vitality of the latest 
rally is dubious. We continue to recommend a selective, middle-of-the- 
road investment policy, with a reasonable amount of cash in reserve. 
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HERE has been encouraging improvement in the 

maryket’s recent action, but it does not yet pro- 
vide adequate basis for conviction that the inter- 
mediate corrective phase has been completed. The 
low to date was made on March 26, with the in- 
dustrial average down a maximum of roughly 
11 points or 6.5 per cent, from the 1945 high. 
As this analysis is written, about half of that 
decline has been made up. 

So far, the “chart picture” is still one of de- 
scending highs and lows for the movement since 
March 7. Such technical evidence as is provided by 
variations in volume of transactions has been more 
dubious than otherwise. That is, on the recent 
rally the activity was much lower than during pre- 
ceding sell-offs, which suggests that investors feel 
sufficiently uncertain about near-term and _ inter- 
mediate-term prospects to be somewhat disinclined 
to bid aggressively for stocks. 

Nevertheless, even though inconclusive, the in- 
dications point to a probability that the downward 
trend will not be promptly extended, that the mar- 
ket has subsided into a trading-range affair, and 
that some fresh impulse — whether provided by 
news developments or a more positive crystalliza- 
tion of sentiment —will be required to carry aver- 
age prices either above the previous high or below 
the recent low. 

As a minor technical straw, it may be noted that 
the news of Russia’s termination of her neutrality 
pact with Japan last week caught the market in a 
position from which renewed reaction would have 
been a logical probability — on thoughts of a pos- 
sibly shortened Pacific War—had the underpin- 
nings of the list been as vulnerable as bearish ob- 
servers believed. However, this test was met in 
good style. There was a moderate one-day sell-off, 
without any significant increase in volume; and 
that was made up in the next two trading sessions, 
with the averages closing the week at their best 
rally level. On this move there was also a slight 
improvement in volume. 

For perspective, it should be kept in mind that 
there are two different types of intermediate cor- 
rections in a bull market. One is predominantly a 
technical reaction, following over-rapid advance. 
That kind has little or no relation to news develop- 
ments and is usually of brief duration, even when 
severe in scope. An example was the three weeks’ 
shake-out, and quite drastic as such reactions go, 
in April, 1936. 

The other type is only partly technical — and 
that mostly in its first two weeks or so—and is 
in much greater degree psychological. There has 
been a change in the news environment which 
makes investors and speculators cautious or uncer- 
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tain about the outlook for coming weeks or months. 
Where there had seemed to be satisfactory visibil- 
ity for the bulls only a short while before, all at 
once the visibility is poor. We had an intermediate 
correction of that type in the summer of 1948, 
following the fall of Mussolini. It represented this 
bull market’s first adjustment — decidedly prema- 
ture, as it happened — to “early peace” sentiment. 
In our opinion, the present corrective phase is of 
the same general character: that is, chiefly a grop- 
ing reorientation of investment sentiment. 

For this reason, a brief backward look at the 
1943 correction is in order. The sharpest part of the 
ultimate maximum decline of about 16 points in 
the industrial average was seen between mid-July 
and early August, with a drop of nearly 12 points 
from just under the 146 level to 134. Thereafter 
the market spent weeks in irregular trading-range 
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fluctuation. By late September nearly two-thirds 
of the decline had been made up, but activity re- 
mained subdued because investors didn’t see or 
“feel” any bullish green light. The bottom of that 
intermediate was finally made at the end of No- 
vember just under 130 in the industrial average. 
The movement lasted four and one-half months and 
took the average down a maximum of about 12 
per cent from the 1943 high. 

Such history does not necessarily have any close 
application to the present situation. This interrup- 
tion in the bull market may be shorter than that 
of 1943, and the maximum percentage decline may 
be less severe. Nobody can be at all sure either way. 
But the analogy does have some bearing in a gen- 
eral way. That is, if we are correct in believing 
that this is another of those wait-and-see periods 
of reorientation in investment thinking, it is quite 
logical to assume that its completion will require 
a considerable time — certainly more time than has 
thus far been spent. 

The further implication is that low-volume rallies 
during a phase like this probably will not encourage 
intelligent accumulation, and that most potential 
buyers will wait patiently either for an eventual 
test of the preceding reaction low or until they 
think they see a basis for conviction that a sus- 
tained rise has been resumed. Such a resumed rise, 
by the way, will require leadership by speculative 
stocks, for investment-type issues can hardly be 
expected to set the pace from a level as advanced 
from the lows as now prevails in a bull market 
which is almost three years old. For this reason, 
the action of our weekly index of 100 low-price 
stocks over coming weeks is likely to be more sig- 
nificant than the fluctuations in the Dow industrial 
average. 

In the period since the market made its high 
early in March, the relatively greater weakness of 
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low-priced Ra familiar ahaa of in- 
termediate declines as contrasted to “minor” down- 
ward moves — has been considerably greater than 
would normally be expected. At the end of last 
week, for example, after a considerable rally from 
the lows, the index of 100 low-price stocks was 
down 8 per cent from the year’s high, against only 
2 per cent for the index of 100 high-price stocks. 
On this basis of comparison it might be said that 
the current action of low-price stocks is four times 
poorer than that of higher-grade stocks. What 
would be a normal ratio? There is no rule of thumb, 
but probably two and a half or three would be 
the maximum expectancy if no “special influences” 
were at work. 

Since there are two “special influences,” it is im- 
possible to determine which is the most effective. 
One is the tightened margin restrictions which affect 
low-price stocks relatively much more than higher- 
price stocks and which have frozen the buying 
power in a goodly number of speculative and semi- 
speculative brokerage accounts. The other is the 
fact that many low-price stocks, which often are 
stocks of ‘marginal’ companies, have been made 
doubly vulnerable by (1) preceding large advance 
and (2) the circumstance that “marginal” com- 
panies will suffer relatively greater deflation of 
volume and profits incident to the end of the war, 
just as they experienced relatively superior gains 
during the war. We will present a special article 
on the dangers in equities of ‘“marginal’’ companies 
in our next issue. 

Meanwhile, for the present, there is no need to 
elaborate on the more fundamental market pros 
and cons previously discussed in these analyses. 
The prevailing uncertainties continue to require a 


cautious, selective, middle-of-the-road investment 
policy, with a reasonable amount of cash in re- 
serve. — Monday, April 9. 
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_—— industry has now been given a defi- 
nite picture of the shape of things to come after 
the collapse of Germany. The Byrnes report on 
“War Production and VE-Day” sets the pattern for 
reconversion, defines its limits, provides answers to 
a great many, though by no means all the questions 
that business and industry have been asking as the 
end of the European war moved clearly towards its 
inevitable climax. 

The report places great stress upon the necessity 
of removing as soon as feasible the restraints which 
have been imposed upon private enterprise during 
the war and also upon the necessity for creating a 
favorable climate in which free enterprise can 
thrive. 

That is reflected in the recommendation that 
Congress provide tax incentives for capital invest- 
ment, in the warning against hasty adoption of 
extensive public work projects that might interfere 
with industry’s ability to reconvert, in the sugges- 
tion that Federal agencies begin to reduce expendi- 
tures for administrative purposes as the first step 
towards economy in Government. 

But as against these suggestions, Mr. Byrnes pro- 
posed that high excess profits taxes must be re- 
tained so long as the war lasts, that measures must 
be devised to ensure ultimate maintenance of a high 
level of “take home” wages for workers as cutbacks 
mount and over-time payments decline, and that the 
pricing of civilian goods during reconversion must 
be such as to serve the stabilization program while 
providing a fair margin of profits to producers. 

The Byrnes report has been supplemented by more 
detailed data offered by Mr. Krug, chairman of the 
War Production Board, revealing actual figures of 
the proposed cutbacks. According to Mr. Krug, in 
the first quarter year after VE-Day, the total dollar 
volume of all munitions deliveries will be $13.90 
billion as compared with scheduled production of 
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$15.80 billion in the current quarter. This would 
amount to over-all cutbacks of about 12%. 

In the second quarter after VE-Day, munitions 
output would total $12.70 billion, representing a 
cumulative reduction of about 20% from the actu- 
ally scheduled figure. In the following two quarters 
after the end of European hostilities, production 
would total $10.90 billion in each quarter, or a cumu- 
lative cutback during the entire first year of about 
31%. Actually it has been hinted that cumulative 
cutbacks in the first full year may reach as high as 
35% to 40% but official planning clearly is along 
conservative lines as it obviously must be. 

At any rate, anticipated military procurement 
cutbacks in the first year after Germany collapses 
will affect all segments of our economy and in that 
period, consumer durable goods such as automobiles, 
radios, refrigerators, washing machines, vacuum 
cleaners and similar goods should begin to appear 
on the open market though by no means in volume. 
This latter point should be well understood. While 
the new blueprint for reconversion puts stress on 
steady acceleration of civilian output, there are 
definite limitations as to how far we can travel “on 
the road back” during that first crucial year while 
a major war still remains to be fought in the Far 
East. Thus caution is in order against any over- 
optimistic interpretation of what the scheduled cut- 
backs might mean to the home front. 

This explains official emphasis that the new pro- 
duction program envisaged must be extremely flexi- 
ble and that relaxation of controls must be gradual, 
after taking fully into account the changing needs 
of the military. Essentially, reconversion therefore 
will be handled according to a twelve-point program 
as outlined by Mr. Krug. (1) Cutbacks are to be 
distributed so as to make the production load as 
equitable as possible throughout the country. (2) 
Manufacurers will be helped to get tools, equip- 
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ment, component parts and construction necessary 
when further cutbacks are made. (3) Most of the 
prohibitions against accepting or delivering mate- 
rials, components and equipment on unrated or non- 
essential orders will be suspended. (4) The Con- 
trolled Materials Plan will be revised to permit the 
use of steel, copper, aluminum, and other metals 
without allotments after essential orders have been 
met. (5) Relaxation or suspension is planned “as 
quickly as practicable” of most of the limitation 
and conservation orders which now prohibit or re- 
strict production and distribution for civilian use. 
(6) Most of the orders specifying what kinds of 
materials must be used in making certain products 
will be revoked. (7) Limitation of construction will 
be eased to the extent of permitting “urgently 
needed” civilian building. (8) Steps will be taken to 
assure “full opportunity” for small business and new 
producers. (9) A simplified priority system will be 
introduced to take the place of the Controlled Mate- 


For Smoother Reconversion 


rials Plan and other priorities at the earliest possible 
date. (10) Provision will be made for local areas 
with manpower, productive facilities and materials 
unsuitable for war production or war-supporting 
civilian output to be exempt from country-wide 
limitation orders. (11) Essential civilian production 
will receive positive assistance to meet the needs of 
the war-supporting economy. And (12) Special con- 
trols over all materials remaining in tight supply 
such as tin, crude rubber, textiles, lumber and cer- 
tain chemicals will be continued. 

In the aggregate, these proposals should go far 
towards aiding and smoothing initial reconversion 
steps. For the most part, and despite the limitations 
implied, they appear based on sound principles. 


Much, however, depends on the spirit in which they 
are carried out. Each industry that has been con- 
verted to war work faces numerous problems, many 
of them highly complex, that cannot be solved by 
Government agencies alone, no matter how compe- 
tent and well-intentioned they may be. Only the 
closest cooperation between the armed services, the 
War Production Board and the manufacturers them- 
selves can solve such problems quickly so that 
civilian goods output can be resumed without delay, 
and extensive transitional unemployment and injus- 
tices to individual manufacturers prevented. The 
official promise to seek the advice and counsel of 
management and labor in formulating plans to relax 
or terminate war-time controls therefore is doubly 
welcome. No time should be lost in launching a 
cooperative effort to make reconversion as painless 
as possible, to avoid threatening bottlenecks which 
otherwise may severely hamper even limited change- 
over. 

Essentially, latest estimates of over-all cutbacks 
during the first reconversion year are not much dif- 
ferent on a percentage basis from the thinking that 
prevailed late last year. However, it differs in an 
important respect in that it tapers off on a gradually 
declining scale instead of coming as a sharp cut in 
the first few weeks after fighting stops in Europe. 
This in turn means a gradual or piecemeal approach 
to reconversion rather than a headlong rush to get 
back to civilian manufacturing. An important aspect 
is that in the six months after VE-Day it is un- 
likely that more than one million workers will actu- 
ally be separated from their jobs. Such unemploy- 
ment will be only temporary, and on a localized 
rather than national basis; re-employment of freed 
workers and returned veterans should present no 
national problem. Hence the warning note against 
premature undertaking of public works which may 
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hinder rather than aid the initial reconversion 
process. 

To industry, the planned program means a stream- 
lined spot authorization procedure replacing the one 
now largely moribund because plants authorized to 
resume civilian production have not been able to 
get materials to do so. In the main, Mr. Byrnes 
stated in his report, “we should leave the choice of 
what and how to produce, buy and sell, to the de- 
cisions of the market.” In other words, first needs 
will be met first, that is essential civilian programs 
will be the first beneficiaries of relaxation of re- 
strictions. Among those indicated are the railroads, 
public utilities, the manufacture of farm machinery, 
containers and textiles. These segments of the 
civilian economy have been starved during the last 
several months while the “big push” has been going 
on in Europe. They and others to be named later 
will have first call; other civilian production will 
follow only after the formers’ essential demands 
have been met. Even the preferred essential indus- 
tries at first may have to content themselves with 
rather less in the way of materials than tentative 
schedules allow for. 


Number one on the list is the farm machinery 
industry; a confidential program is reported ready to 
go into operation at a moment’s notice and the 
contemplated boost in output is said to be very 
substantial. The railroad equipment industry is simi- 
larly preferred. Makers of oil field equipment are 
also expected to get the green light for full recon- 
version sooner than the general run of consumer 
durable goods makers. 


Automotive Reconversion Slow 


On the other hand, it is becoming clear that very 
few automobiles will be made this year even if VE- 
Day should come very soon. The crux of the auto- 
motive reconversion problem is how quickly the 
armed services and the War Production Board are 
able to determine their own policies. For the mom- 
ent, the machine tool situation is once more a seri- 
ous bottleneck and will require early correction if 
initial reconversion is to run smoothly. About 75% 
of current machine tool output is going to the mili- 
tary services and Lend-Lease commitments to Rus- 
sia and France may take the remaining 25% for 
several months. Based upon the 5,000 to 6,000 ma- 
chine tools estimated last summer as being neces- 
sary to start automobile production, this bottle- 
neck may take four to six months to overcome. So 
don’t look for many automobiles this year; around 
the turn of the year, they may just begin to appear 
on the market. 


The outlook for revival of private building is 
equally clouded; the prospect is that post-VE-Day 
construction will be limited. Lumber remains on the 
scarce list; without lumber and without greatly in- 
creased manpower to spur manufacture of building 
materials and furnish workers for actual construc- 
tion work, it is difficult to see how greatly increased 
volume of private building can be accomplished. 
Some of the huge backlog of repair and maintenance 
work may possibly be taken care of with a minimum 
of lumber but here again, lack of manpower will be 
the governing factor. 
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One of the difficulties in blueprinting the recon- 
version process is that cutbacks will not be spread 
evenly. Some war industries will be held close to 
peak levels, others may have little work to do. This 
suggests a complex planning problem. Aircraft out- 
put, for instance, is expected to decline some 20% 
by the end of the second quarter following VE-Day. 
Production then may continue near that level for 
another six months if Japan still is fighting, a factor 
which of necessity will scramble reconversion plans 
of the automobile industry. Hardest hit by the 
cutbacks will be the makers of fighter planes; heavy 
bomber production will remain high. 


Prospective Cutbacks In War Industries 


Shipbuilding is expected to be over 50% below 
the current level in six months after German sur- 
render. It involves a severe adjustment problem 
for the West Coast where airplane cutbacks will 
also be felt. Ammunition on the other hand will be 
cut back only about 20% by the end of the second 
quarter. Motor vehicles for military use may be cut 
back as much as 40% during the first six months 
of the coming one-war economy. The plants that 
will take these cutbacks are likely to be the first to 
be allowed to produce cars and trucks for civilian 
buyers. Here, truck makers appear in a better posi- 
tion than car makers, unless changing military re- 
quirements should alter the outlook picture. 

Other cutbacks, estimated around 40% in the 
course of the first six months, will include makers of 
radio, telegraph and telephone equipment, and some 
25% for makers of guns. Factories now engaged 
in this type are likely to able to reconvert fairly 
quickly, thus the outlook for civilian radios, and 
that telephone you have wanted, is considerably 
brighter than for new cars. 

The spotty pattern of cutbacks points to a spotty 
program of reconversion; the shift will be made 
plant by plant rather than across entire segments 
of industry. Transportation will continue difficult. 
Railroads are short of rolling stock and repair parts 
and the shortage of automotive equipment including 
tires for cars and trucks will get worse before it 
gets better. The critical period however should not 
be very prolonged. 

In the the field of wage and price controls, fur- 
ther tightening is freely predicted following VE-Day 
on basis of the anti-inflationary recommendations 
made in the Brynes report. The key to an intensi- 
fied stabilization program is found in the suggestion 
that wage increases be generally postponed “until 
we know how much of our war productivity has 
been carried over into peace-time production.” Ultim- 
ately, however, total “take home” pay should reach 
the present level, according to Mr. Byrnes. 

Meanwhile on the tax front, planning is already 
shifting from the talk to the action stage. As the 
pattern develops, it becomes increasingly clear that 
individuals can expect no relief from high income 
tax rates before 1947. For corporations the outlook 
is somewhat brighter. They may get some relief 
through “administrative” changes effective this year 
and rate changes effective next January 1. 

Specific proposals designed to aid business in the 
transition period include revision of the EPT post- 
war credit provisions so (Please turn to page 46) 
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The Best Hedges Against Inflation 


Relative Degree of Protection Afforded 


by Various Security Groups and 
Other Types of Investment 


BY L. O. HOOPER 


| Gash begin by clearing the at- 
mosphere. 

This is designed to be a prac- 
tical contribution to the solution of 
current investment problems. It is 
concerned with what has happened 
in other countries in the past only 
to the extent that previous experience contributes 
to probabilities in America during the next 10 or 
15 years. It is not history. Nor is it a treatise on 
economic theory; rather it is a statement of facts, 
and an effort to measure the consequences of these 
facts. 

We should begin by knowing what we are talk- 
ing about. During this war, as during almost all 
titanic conflicts in the past, governments have 
needed more money than they could collect through 
taxes. So they have expanded their credit, as well 
as the credit of other credit-creating enterprises 
such as commercial banks. 

The money so obtained has been spent, directly 
and indirectly, to a very large extent, for wages. 
Wages have to be paid in cash money. Conse- 
quently, there has been a big increase in the amount 
of spendable money (a) in the form of cash, (b) 
in the form of bank deposits, and (c) in the form 
of always readily negotiable government bonds 
which are only one step removed from cash. This 
is reflected in some astronomical figures as to bank 
deposits, currency in circulation, government bonds 
outstanding, cash in the tills of corporations, and 
SEC published estimate of “savings.” 

The money, to the extent that it is still cash or 
bank deposits, and to the extent that holders of 
treasury bonds elect to cash them and use the 
funds to buy goods, has not yet been spent by those 
who have received it. Some day, presumably after 
the war, those who have idle cash might rush to 
spend it. 

But that’s only half the story. The governments 
of the world have not been paying out these huge 
wages to produce useful things which money can 
buy, such as houses, automobiles, radios, furniture, 
clothing, food, and all those other things modern 
mankind ardently desires. They have spent this 
money to produce instruments of destruction, and 
the instruments of destruction have destroyed more 
in a shorter time than ever before in the history 
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of the world. Production of useful things not only 
has failed to keep pace with the increase in pur- 
chasing power, but the supply of the things money 
usually wants to buy has diminished progressively 
as potential purchasing power has increased. 

That’s the meat in the coconut. More money. 
Less of everything for money to buy. Potentially, 
this may mean a certain degree of “inflation” which 
one dictionary conservatively describes as “an ab- 
normal increase in prices.’”’ Technically, inflation is 
not here yet; for the wartime increase in prices 
has been remarkably mild, thanks to the unbeliev- 
ably effective work of the OPA and the good behav- 
ior of the American public in its anti-inflation fight. 

Now, “a hedge” against something, like a hedge 
around your house, means a protection. Inflation 
is not a good thing for anyone, and every sensible 
person wants to avoid it — especially in its extreme 
forms. 

Carried to its absurd extreme, as in Germany 
after the last war, inflation means that money de- 
preciates in value till it becomes worthless. Even 
in milder forms, like America experienced in 1919 
after the first World War, it bears heavily on all 
persons dependent on fixed incomes such as pen- 
sions, frozen salaries, yield of conservatively in- 
vested trust funds, life insurance and annuities. 
Usually the middle class suffers most and wage 
earners least. 

Obviously, money per se is one of the worst 
things in the world to own; for, stated in the most 
simple terms, inflation is a bear market in money. 
Those who owned common stocks and real estate 
in 1930-1932 remember when we had a bear market 
in property, which was nothing other than a bull 
market in cash. So, inflation is the opposite of 
1930-1932, but, as we shall see, a flight from 
money to things may be just as hard to lick, so 
far as the individual is concerned, as a flight from 
things to money. Money was a hedge against de- 











flation (an abnormal decline in prices) in 1930- 
1932. But do you remember how hard it was to 
shift things into cash? Well, in inflation it is just 
as hard to shift cash into things—and you are 
not too safe,even after you get the things. 

It kind of scares you, doesn’t it? But perhaps 
there are some prophylactics against inflation. Let’s 
look around. 

The first antidote for inflation is easy to prescribe 
and difficult to administer — stop deficit financing 
which means the creation of new government bonds, 
new bank deposits and fresh supplies of cash. Car- 
ried to its logical end, the government should begin 
to take in more than it gives out. Thereby it would 
reduce debt and to some extent cancel outstanding 
potential spending power. Since almost every man, 
woman and child in this broad land, directly or in- 
directly, owns government bonds, politically this 
may prove easier than present-day pessimists think. 


America’s Productive Power 


The second protection against inflation, and per- 
haps the most promising one, is the great produc- 
tive power of a largely self-contained and fully 
employed America. We have shown the world how 
we can produce for war. Given an opportunity, we 
can do just as good a job for peace. Our pre-war 
problem was to find markets for the prodigious 
outputs of our assembly lines in all branches of 
industry. We never seemed to be able, for any 
great length of time, to sell all we could produce. 
During the war period, our potential productive 
capacity in civilian goods has increased rather than 
diminished. Unlike other countries, our factories 
have not been bombed; and our casualties, heavy 
as they have been, have been rather small in rela- 
tion to our huge labor force. Technology and meth- 
ods have been stirred out of old ruts, new indus- 
trial leaders have grown up, and American enter- 
prise has dreamed visions of what it can do once 
permitted. Perhaps there will be a shortage of 
goods for a year or two, and probably prices will 
rise somewhat, but eventually — unless stymied by 
some well-meaning but ill-conceived political influ- 
ences —the output of our mines, mills building 
trades and factories can swamp popular purchasing 
power. Of course this is not as easy as it could 
have been, had the war been a year and a half or 
two years shorter, but it still can be done. 


A third bulwark against inflation could be pro- 
vided by the people themselves. They could “strike” 
against high prices as they did in 1919, when many 
office workers began to wear overalls rather than 
buy conventional clothing at high prices. They could 
refuse to “cash” their war bonds. They could re- 
fuse to patronize “black markets” for scarcer com- 
modities. They could talk down inflation instead 
of talking it up. They could buy liberally of plenti- 
ful things (and some desirable things will be plen- 
tiful soon after the war’s end) and eschew scarce 
items. They could lend their moral support, and 
adjust their habits of behavior, to intelligent gov- 
ernment efforts to continue for a time some of the 
wartime price and rationing controls of the OPA 
or whatever similar government agency may suc- 
ceed it. In short, the public can prevent inflation 
from getting out of hand if it will “behave” instead 
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of run wild. This is possibly the least promising 
of the inflation antidotes, for a war-weary public 
is likely to become impatient with controls and 
seek “normalcy and freedom” as it did in the early 
1920’s. 

A fourth factor working against inflation is the 
inevitable deflationary influence of the demobiliza- 
tion of the greatest war effort in the history of the 
world. Make no mistake about it, sooner or later 
there is going to be a huge deflation in the weekly 
earnings of millions of people now working full 
time and overtime in the country’s great munitions, 
aircraft, radio, tank, bomb, rocket and ordnance 
factories, in the shipyards, and in every phase of 
war work. When those people are released, the 
labor market in civilian industries will be eased. 
The national income will be going down. People 
will have less current income to spend, and the 
American people, by and large, never have been 
liberal spenders from capital and savings. Recently, 
in Bridgeport, there were some war plant shut- 
downs and retail sales of local stores dropped 17% 
in a month while stores in all other eastern cities 
were rising. Someday, and probably before long, 
there will be many Bridgeports. And, unless past 
experience is a poor guide, spending in some of 
them will drop much more than 17% in a month. 
The sad experiences of the late long depression 
are too fresh in the minds of the American wage 
earner to permit him to reason that prosperity is 
just around the corner; and the intelligent labor 
union economists, to their everlasting credit, are 
warning their people that some less lush times 
are not far ahead. 


In some of the other much discussed devices 
to protect the economy against inflation, there are 
dangers as well as promise. Price ceilings, although 
necessary in items where production cannot imme- 
diately respond to demand, are a double-edged 
sword. They may prevent the stimulative effect of 
higher prices on production and they may lead to 
black markets, which always thrive in inflationary 
phenomena. Too strict rationing, once the war is 
over, can cause a public revolt against the whole 
system. High taxes and long holding periods for 
capital gains may “freeze” the supply of real es- 
tate, farms and securities without eliminating the 
demand, thus nurturing rather than killing the 
inflationary process. Too large exports, unless paid 
for in goods rather than through credit, may tend 
to impoverish the country and limit the supply of 
salable goods at home. In the quest for a brave 
new world in which everyone is protected against 
everything through some kind of social insurance, 
the world’s immediate need for production above 
all else may be understressed. Someone has to make 
up the deficit in production of useful things cre- 
ated by the diversion of so much labor and capital 
for so many years to the production of things use- 
ful only in destruction. 


Outlook Uncertain 


Enough now has been said to impress the reader 
with the analyst’s inability to know in advance the 
exact impact of a surplus of funds and a shortage 
of things to buy on the transition and postwar 
price structure. For the purpose of this article it 
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is necessary to make some assumptions. Whether 
or not these are well founded, time alone will decide. 

On the basis of the preliminary discussion, and 
other data which has been omitted for lack of 
space, the writer will assume that 

(1) There is no probability that America will 
experience inflation of the German type. In the 
early 1920s, Germany (a) was not self-contained 
economically and had to import, (b) lacked produc- 
tive capacity to swamp the supply of marks, and 
(c) had a government willing to commit currency 
suicide. 

(2) The inflation which this country faces some- 
time after the war probably will be greater than 
that experienced in the United States in 1919-1920. 

(3) The dollar probably is as good or better 
than the other world currencies, which means there 
is unlikely to be any substantial flight from the 
dollar to the pound or to any other foreign money. 

(4) There will be continued government efforts, 
some mildly effective and others useless, to con- 
trol prices. 

(5) The American public, except in periods of 
unemployment, will not spend its savings on bal- 
ance; but the public will cease after the war to 
continue to save money at the current high rate. 
For a time, new savings may be negligible. 

(6) The pressure of taxation will cause a marked 
softening in the clamor for government spending 
for social security purposes. 

(7) Sometime, within ten years and probably 
less, after the end of the wars there will be a period 
of deflation (falling prices) caused primarily by 
the glut of production which initial high prices 
will stimulate. 


No Perfect Hedge? 


It is only a half truth to state categorically that 
there is no perfect hedge against inflation. The 
practical difficulty lies in the fact that one cannot 
know exactly what steps the government will take 
to spoil inflation hedges. Circumvention of govern- 
ment regulations, especially in European countries, 
in numerous cases enabled unscrupulous people to 
get rich through the black markets. In this coun- 
try, black market operations may prove less profit- 
able if Federal income taxes are honestly paid than 
operations in the securities and commodities mar- 
kets where there is a tax differential favoring capi- 
tal gains as against current income. 

The ideal hedge against inflation is ownership 
of gold, but it is illegal in America for individuals 
to own specie. The nearest thing to specie would 
appear to be gold ore in the ground, and this may 
be obtained by buying the shares of gold mining 
companies. Care must be exercised, however, not 
to pay too much for gold shares, for investments 
of this type have been popular for some time and 
many of them already are generously appraised. 

Real estate is a treacherous hedge against in- 
flation because of rent ceilings and taxes. Heavily 
mortgaged real estate should be more desirable 
than that owned outright since it is to the advan- 
tage of debtors to pay off mortgages in depreciated 
money. As time goes on, however, it is increasingly 
difficult to obtain generous mortgages. The Federal 
Reserve Board already has such things under scru- 
tiny. 
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Common stocks, provided they are desirable even 
without inflationary phenomena, probably are the 
best hedge. Common stocks are unrationed, are not 
regulated by price ceilings, and if held over six 
months involve payment of only a 25% tax on 
capital gains. (There has been pressure to change 
this, however.) The Commercial West, a financial 
newspaper published in Minneapolis, recently stated 
that the Federal Reserve Board-sponsored attempt 
to halt buying in stocks “is the best inside tip on 
the market in history.” The publication compared it 
to the Hoover Administration’s attempt to stop the 
decline in wheat prices. 

A few words of warning, however, may be in 
order. In the first place, the American stock mar- 
ket, unlike its Continental counterparts, seldom has 
paid much attention to book values if not accom- 
panied by earning power. Property, for its own sake, 
is not given the same market value in America 
as in Europe. Second, those who buy stocks as 
inflation hedges should remember that a time will 
come when equities should be sold; few stocks 
should be regarded as permanent holdings. It prob- 
ably will be difficult psychologically, especially in 
the face of substantial capital gains liability, to 
sell stocks somewhere near the peak of the infla- 
tion, even if one is smart enough to time the peak 
perfectly. 


Art treasures, diamonds, jewelry, silverware and 
similar things already have been widely bought as 
inflation hedges. They probably will sell higher. The 
time will come, on the other hand, when there will 
be almost no market for (Please turn to page 64) 





Some Suggested Hedges Against Inflation 








Recent 


Price SPECIAL REASON 
MINES 
Howe Sound 38 —Has attractive new Canadian gold 
property. 
Kennecott Copper 37. —Leading low-cost copper producer 


with huge ore reserve in United 

States, as well as in South America. 

Lake Shore Mines 19 —Very large gold ore reserves in pro- 

portion to price of stock. Has had 

some mine structure troubles which 
appear on way to solution. 

—Seasoned and well-managed mining 

enterprise which is placing great em- 


U. S. Smelting, vaianltied 


and sti — = 59 _ Phasis on postwar ‘gold production. 
OILS | 
Gulf Oil . _.... 54 —Huge petroleum reserves in Near | 


East, as well as in this hemisphere. | 
Standard Oil of New Jersey 57 —One of the world’s largest owners 
of oil in the ground. Properties 
widely diversified geographically. 





GROWTH INDUSTRY SHARES 
i —Earning power may rise rapidly as/| 

Canada Dry Ginger Ale 32 a result of new policies and high | 
earning power. } 

Ex-Cell-O Corporation 46 —Expects rapid growth in paper pack- | 
aging of milk, employing Pure- Pak | 

machines, and a further expansion | 

of special machinery | lines. | 


RAPID TURNOVER COMPANIES ine 


Continental Baking 9!/,—Also has huge debt to retire it 
pas oS prices rise rapidly. 


National Dairy Products... 28 —Turnover of milk products rapid. 


—Representative of variety chain com- | 
F. W. Woolworth... 43 panies. Has large British subsidiary. | 








HIGH BOOK VALUES | 

















American Woolen pfd......... 108 —Book Value ..... fees (7 | 

Bethlehem Steel _........... 72 —Book Value ...... ee ) 1-7 | 

U.S Steel OD Book Vaue.......... ee 
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Kaiser Tilts With “Big Steel” 
for West Coast Plants 


his numerous appearances before Con- 


International News Photo oe i 
gressional Committees. 2s 


Henry J. Kaiser, shown during one of : 





The Geneva Steel plant near Provo, Utah. This largest integrated steel mill in Western America 
is being operated by U. S. Steel for the United States Government. 


BY JOHN D. 


§ ane question of who is going to operate the new 
western steel plants after the war is fast moving 
out of the realm of academic discussion. Recent 
moves and counter-moves constitute no more than 
preliminary sparring but they should dispel any 
doubt that a battle for western steel markets is 
in the making. 

The two main contestants are Henry J. Kaiser 
and U. S. Steel. Others may enter the race. Withal, 
the rivalry over the new plants offers a perfect case 
in point on the subject of reconversion and disposal 
of war plants. This not merely in its purely 
industrial aspects; the politico-economic and re- 
gional elements entering the case are fairly typical 
of a good many others that will have to be dealt 
with when the war is over, or when transition 
begins. 

As to the western steel plants, the West sees in 
them the key to fulfillment of its long-cherished 
dream of building an industrial empire of its own. 
The West definitely wants a steel industry inde- 
pendent of Eastern “domination” and free from 
the differential disadvantages it thus far had to 
contend with. This ambition, however, is beset with 
numerous complexities. Steel, the basic commodity 
on which must rest all dreams of a Western in- 
dustrial empire, is but one but probably the big- 
gest problem. 

Unexpectedly, the war brought the West large 
and highly efficient steel plants, wholly at the tax- 
payers’ expense. First there is the big Geneva 
Steel Works near Provo, Utah. It is a Government- 
owned facility, built and operated by the U. S. 
Steel Corporation. Constructed at a cost of nearly 
$200 million, it is probably the most modern and 
most efficient steel plant in the world today. 

The other element in the picture is Kaiser’s 
Fontana plant in the Los Angeles area, privately 
owned and privately operated though built with 
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money borrowed from the RFC. Total RFC loans 
for construction and operation came to about $115 
million. Kaiser so far has paid back in cash some 
$7.5 million; some $80 million of earnings of some 
of his western shipbuilding operations have been 
earmarked for further retirement of his debt to 
the Government and some payments out of such 
earnings are reported to have been made. How- 
ever, heavy shipbuilding may not continue long 
enough to wipe out the loans; available income 
from this source depends on the length of the 
war but additional profits from ship repair activi- 
ties may be credited to the Kaiser account so that 
in time it may well be materially reduced even if 
not fully paid off. As we shall see later, the point 
is not without importance. 

The preliminary sparring between the two main 
contestants so far consisted of two moves, both 
apparently for the record. Early in February, U. S. 
Steel Corporation informed the Government of its 
willingness to discuss terms for sale or lease not 
only of the Geneva plant but of the Fontana plant 
as well. Mr. Kaiser immediately retorted that he 
wouldn’t sell Fontana to anyone, that it is not for 
sale and that he fully intends to keep it operating 
after the war. What’s more, he let it be known that 
he also has his eye on the larger Geneva plant and 
in due time wants the same chance to buy it as 
U. S. Steel or any other bidder. 

More recently, a third potential bidder has ap- 
peared on the scene. It is a group identified with 
Allen & Co., New York investment bankers, which 
won control of Wickwire Spencer Steel Co. several 
months ago and recently added to its holdings by 
purchasing from Rockefeller interests a controlling 
interest in Colorado Fuel & Iron Co., for fifty 
years a steel producer in Pueblo, Colorado. There 
may even be a fourth interested party; it is re- 
ported that officials of Blaw-Knox Co. have re- 
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cently given the Geneva plant a careful inspection. 

The Defense Plant Corporation hag made it clear 
that it will dispose of the Geneva facilities just as 
soon as they are no longer needed for the war 
effort. But while the lines have been forming for 
the contest, the latter actually may not get under 
way for some time. The Government is unlikely to 
invite bids, or start discussing terms until output 
of the plants can be tapered off. The next move, 
then, at the earliest will probably not come until 
the end of the war in Europe, possibly even later 
pending clarification of subsequent supply require- 
ments of West Coast shipyards and other western 
war plants. 


Mr. Kaiser’s Ambitions 


Mr. Kaiser’s word that he intends to continue 
operation of the Fontana plant after the war can 
hardly be doubted. A goodly part of his ambitious 
postwar plans revolve around further industriali- 
zation and development of the West Coast; without 
steel, that would hardly be feasible. With his title 
to the Fontana plant secure unless he should de- 
fault on the RFC loans, he has an integrated plant 
of about 700,000 tons annual ingot capacity. The 
rub is that it would cost another estimated $40 
million to convert the plant to production for peace- 
time markets, an amount that would have to be 
borrowed, thereby further and materially increasing 
the already high capital investment in the Fontana 
plant. 

A much bigger plum of course is the Geneva 
plant with an annual productive capacity of 1.3 
million net tons of steel ingots. Equipping it for 
peace-time production is estimated to cost any- 
where from $20 to $60 million. These figures again 
emphasize the main problem, that of capital cost, 
especially important in respect to the Geneva plant 
which was constructed under war-time conditions 
at a cost far exceeding normal. What with addi- 
tional outlays required for conversion to postwar 
operations, the price tag for the plant — regard- 
less of who gets it — will have to come way down 
if it is to be expected to turn out peace-time prod- 
ucts at competitive prices. 

As far as western manufacturing industries are 
concerned, the issue is not one of Fontana versus 
Geneva but simply of obtaining lower delivered 
prices for steel products. Thus is the last analysis, 
the future role of these plants in large degree 
hangs on solution of two primary questions, capital 
cost and freight rates. 

To obtain lower delivered prices for steel, it 
would seem indispensable that both plants are made 
available to operators at values based upon the 
sound economics of steel making. This applies to 
Mr. Kaiser’s Fontana mill just as much as to the 
Geneva plant. The chances are that under peace- 
time conditions, he cannot make a profit unless the 
Government consents to the write-off of a big slice 
of his capital costs represented by his obligations 
to the RFC. As to the Geneva plant, only a con- 
siderably deflated price — compared with the origi- 
nal investment — could, for very practical reasons, 
appeal to outside bidders. 

Since Congress must pass on disposal of war 
plants costing over $5 million, and since even those 
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costing no more than $1 million must be cleared 
by the Anti-Trust Division of the Department of 
Justice, the outlook is further complicated by the 
monopoly issue on which Administration quarters, 
and some congressional circles, have very definite 
views. It is a reasonable assumption that both 
Congress and the Administration are determined 
that the Government shall not take any loss on this 
large investment without (1) obtaining assurances 
that the West will definitely get lower steel prices, 
and (2) without properly weighing the question of 
competition. This being so, there is no certainty 
that the plants may go to the highest bidder unless 
the Government is satisfied on these two counts. 
Instead, the Government may favor sale of one 
or both plants (if Mr. Kaiser for some reason 
should decide not to continue operations) to “in- 
dependent” interests, regardless of the price of- 
fered, in line with its policy to reverse the trend 
towards industrial concentration. Politico-economic 
aspects and policies, and regional considerations 
entgring disposal of the plants may be far more 
decisive than price; from a purely business view- 
point, the latter of course is a paramount factor. 

Solely from a business viewpoint, the value of 
these plants will mainly be determined by the 
operating conditions that will prevail in the future, 
that is the prospect of making them pay. Here 
we enter the realm of operating costs and markets. 

On the whole, the economic factors that will de- 
termine the chances for successful postwar opera- 
tion are favorable. Such problems as do exist, and 
there are several, are not insurmountable. The new 
western plants are presumed to be able to make 
steel more efficiently and cheaply; but there re- 
mains the question of the long rail haul — both for 
raw materials to the plants and for finished prod- 
ucts to the markets — as contrasted with the cheap 
water freight rates which eastern steel producers 
normally enjoy in shipping to the Coast. So far, 
steel prices to western consumers have beet deter- 
mined on basis of eastern points (under the mul- 
tiple basing point system) plus the cheapest freight 
rate to the Coast. This resulted, roughly, in a 
Western “differential” ranging from $6 to $16 per 
ton. It is this differential which the West is anxious 
to eliminate. (Please turn to page 52) 
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, Press Association 
Steel being tapped for one of the open hearth furnaces at the 
Kaiser Fontana plant, near Los Angeles. 
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PIOUS EXPRESSION is the Johnston-Murray-Green 
charter of post-war management and labor rela- 
tions. Of itself it does not pretend to end industrial 
strife; in the words of AFL President Green it 
can do no more, at best, than “reduce the area of 
controversy” between capital and labor. But it is 
regarded significant that the parties have attempted 
an agreement — any agreement — at a time when 
general expectation is that end of the war will 
find labor problems multiplying, employees de- 
manding, employers adamant. 






































Washington Sees: 

It will require weeks of study before the full 
import of the Byrnes report can be assessed and 
then will come the task of organizing official and 
public opinion on its many facets. 

Most publicized were the points dealing with 
personnel and industrial plans to come in the 
wdke of Victory in Europe. That was natural. 
Interest is highest on the subjects which deal with 
the immediate future and whose results will be 
first to be felt by the citizenry. But those things 
first in point of time will prove not to be first in 
the order of importance. 

Price, wage and rationing controls—and high 
taxes—will remain long after Germany falls and, 
probably, for some time after Japan is con- 
quered. Otherwise a road is left open to infla- 
tion. But a public which has accepted “regimen- 
tation” as a wartime necessity may not be as 
willing to continue those controls, or some of 
them, into peacetime. 

The Byrnes suggestion that manpower control 
must be exercised during the period of recon- 
version received the undue emphasis that inevit- 
ably follows lifting a paragraph out of text. The 
transition he pictured will run concurrently with 
cleaning up the military problems; it was not a 
suggestion that job control should be a per- 
manent national policy. 

That single illustration may serve to indicate 
the issues which will arise as the report is broken 
down into its many section and each is con- 
sidered alone, rather than in its relationship to 
the entire post-war plan 
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COMMERCE DEPARTMENT estimates of radio re- 
ceiver sales have been placed at 1,410 million dol- 
lars for the first year after Victory in Europe, 
with a jump to a high of 1,870 million dollars in 
the fourth year. High unit price of television re- 
ceivers was a factor weighed in making these esti- 
mates. Despite expression of widespread interest, 
the Department expects greater post-war expan- 
sion in FM sales than in television. Reasoning is 
that the public will prefer to wait for anticipated 
improvements in visual broadcasting before in- 
vesting. 


WASHINGTON is cheered by the active participa- 
tion of British fleet in the assault on the Ryukyu 
Islands. Battleships, destroyers, submarines and 
other segments of the royal capital fleet went into 
action, erased any doubt as to the part Britain will 
play in elimination of the Nippon Empire. Eng- 
land’s economic stake in the Pacific is greater than 
ours; yet skeptics predicted Uncle Sam would be 
left to fight alone after Germany fell. Fact that 
Britain didn’t wait for that eventuality is a most 
favorable augury. 


ENIGMATIC as always, Russia has delegated Am- 
bassador Andrei Gromyko to head its delegation 
to the United Nations conference at San Francisco. 
And it has the State Department and Downing 
Street worried. The United States is sending its 
principal diplomat, Stettinius, and Britain’s dele- 
gation is headed by Eden. But Molotoff’s absence 
carried the implication that the next conference 
is not taken too seriously by the Kremlin. Jittery 
Washington is disturbed, wonders if this happen- 
ing is the forerunner of other disturbing things to 
come. 


EXPECTATION here is that selection of former 
Senator John A. Danaher to be Republican Na- 
tional Committee liaison on Capitol Hill will prove 
a faux pas. Danaher is a sincere isolationist at a 
time when republican stalwarts such as Vanden- 
burg and Austin are trying to rip that label from 
the GOP. Youthful, brilliant, dynamic Danaher 
would be a target in the by-election of 1946, which 
his party must carry with an eye to 1948. 
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International communications systems will become almost 
a monopoly, but not quite. A Senate committee is working on 
the proposition, lukewarmly. It's an after-the-war project but 
the government wants the spade work in now. 














Navy's plan to create a unified system of overseas 
transmission pictures a private corporation in control. 
"Private enterprise" -=- but, again, not quite. The navy would 
have five government men on the board, could veto any im- 
portant step. 











This much is certain: private communications concerns in 
the transoceanic field aren't going to have the complete 
mastery of their own facilities they had in the past. There 
will be a merger, a privately-owned corporation with sales of 
Stock carefully protected against concentration. It won't 
encompass one of the largest users of this service -- the press. 














The one industry which has every person as an eventual patron, yet gets 
along without "repeat business," is about to establish a lobby in Washington. 
The California Funeral Directors' Association is uniting all parts of its pro- 
fession, nationally for that purpose. 








Casket makers are among the principal complainants against WPB priority 
regulations, but their product is essential to the morticians who will join the 
coffin producers. That just about completes the organization of "interests"in 
the Capital. 














Building materials suppliers see Canada as a coming market for their wares. 
A recent survey shows two billion dollars waiting for these goods to be freed for 
civilian uses. But almost 50 per cent of the prospective customers expect to get 
their homes inexpensively -- $4,000 or less. 











Chilean trade representatives also are looking over the supply situation 
here. That country's program is more modest than the one for Canada -- about five 
million dollars have been provided as a starter by the State Railroads retirement 
fund. 








With a three million dollar hospital to be built and equipped in Panama 
and an Indian Purchasing Mission surveying the market for electrical appliances to 
take advantage of expanding utilities, the foreign market already is shaping up. 











Generally overlooked factor in the food crisis now becoming apparent is 
regional maldistribution. Swollen urban areas are suffering most. Rationing has 
not, cannot, serve to manage distribution. Reason may be that processors and 
distributors aren't adequately represented in top government councils. 














Recent congressional studies proved there are no acceptable figures on food 
stocks; many variations in supposedly official data. Contrasted with this is 
Britain's accurate figures on stocks, location, condition, etc. 





Office of Price Administration and Petroleum Adminstrator for War are 
intensifying studies to determine to what extent Victory in Europe will make 
possible easing of gasoline rationing. Present outlook is some, not much,relief. 











The date of complete defeat of Germany plus size and scope of armies of 
occupation and speed with which reconstruction of Europe gets under way, will 
determine when and to what extent more gasoline will be freed for civilian use. 
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Whether relief will be temporary, or permanent, will depend upon strategy 
in the Pacific. Land invasion through China would set up mechanized warefare on a 
scale which would drain gallonage even below present level. If it's to be primarily 
naval warfare, gasoline will be freer, fuel oil tighter next winter. 














Commerce Department study shows 100,000 American families have placed 
purchase of an airplane as No. 1 on their post-war shopping list, another 200,000 
have made it No. 2 item of purchase. Many are looking to the surplus war property 
sales catalog to fill their needs. 











Insuring civilian aviation's future are more than 300,000 pilots in uniform 
and 150,000 others in civilian life; 2,500,000 trained by the armed forces in other 
aviation skills; 2,000,000 men and women working in the aviation industry; 250,000 
youngsters taking aviation courses. This adds up to 5,000,000 Americans inoculated 
with the idea of flying. 











Dark spot is lack of planning for civilian airports. "No part of the avia- 
tion picture has been the subject of more conflicting reports and confusing state- 
ments than have been airports. There is no Federal money now available for these 
projects," cautions the Commerce Department. 











Southern states are to have their day in Supreme Court on the longsdebated 
issue of rail freight rate discriminations which,they say, have held back industry 
and agriculture below the Mason-Dixon Line. Their entry into the high tribunal 
wasn't auspicious; four of the nine justices felt the case should not even be 
heard. 














The members of the bench already have indicated strong, conflicting views on 
the subject. Instead of merely announcing the fact that the appeal will be enter- 
tained, they spread on the record vigorous majority and minority opinions. 











Now that the heat is lessening on work-or-else legislation, look fora 
series of cutbacks in military production, probably beginning with lowering of 
small arms quotas. The War Department upped its schedules early in the year, 
climaxing during the days of congressional hearings on manpower bills. 











Reconversion, the word which has been taboo for the past several months has 
come back into the dictionary of the War Production Board. It will be translated 
from conversation into action shortly. 











War Manpower Commission statistics show employment has been running neck- 
and=-neck with needs through the period of great agitation for more workers. But the 
procurement agencies have been setting goals "for the future," seemingly ignoring 
the present. 








Congressional leaders are in agreement that natural causes will not bring 
about decentralization of population and industry after the war and that artificial 
stimulants will be necessary. 











Census figures show the south and west have gained 4 million residents 
between 1940 and 1944, that the north has lost about 3 million. The south's gain 
may be traced largely to military camps, while the west's may be permanent because 
of war industries, convertible to peacetime production. 








Shift of population from the east to underdeveloped areas of the south and 
inter-mountain states would require similar transfer of some industry, writing off 
facilities now operating. That would be costly. But there's increasing support 
for plans already drawn, now gathering dust, which would accomplish just that. 
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_ the end of the European war rapidly 
drawing near, the common stocks one is hold- 
ing ought to be “combed over.” The bull market 
is no longer young, but at least well into mature 
middle age. Regardless of operational difficulties 
peculiar to war-time, it has been easier than it 
normally is for the average company to sell its 
products and make good profits. Many marginal 
companies have been faring well, for no reason 
more basic than fortuitous circumstance. 

There are changes coming. After the defeat of 
Germany we are bound to see the beginnings of 
keener competition. Of course, peace is fundamen- 
tally bullish, but the market has been discounting 
this as a rosy generality for a long time. It is easy 
in such a market to become gradually too compla- 
cent about the stocks one is carrying. Some of 
them probably have over-discounted post-war vol- 
ume and earnings potentialities. Others may be 
stocks of companies which will find the going much 
tougher during the transitional period than com- 
placent shareholders have been supposing. 

In short, the time has come to take a more criti- 
cal look at the prices of individual stocks, to shop 
around more carefully for individual values, and 
to remember that prices and values are not neces- 
sarily the same thing. In this article we are taking 
a critical, or questioning, look at thirty selected 
issues which the writer regards as unattractive 
holdings at present prices. 

It should be emphasized that inclusion of a stock 
in the accompanying table is not a criticism of the 
company as such. A company may be financially 
sound and competently managed — vet its equity 
may be quite unattractive at the prevailing price. 
About most of these tabulated issues, there can be 
little room for debate. But on others there will be 
difference of opinion, if not keen controversy. Let’s 
start with these. 

First, American Radiator. Here is a large, finan- 
cially impregnable, ‘old line” company. There is 
only one thing the matter with the stock — it is 
considerably over-valued. It would be a reasonably 
attractive semi-speculative investment at 8, on 
which basis the 40-cent dividend would yield 5 per 
cent, and the stock would be priced around 15 
times current earnings and 11.4 times highest pre- 
war earnings. But at 13, Radiator is dear, not cheap. 
That is 26 times last year’s share net, over 18 
times highest net of the post-1929 period — and it 
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gives a yield of only about 3 per cent on a dividend 
which is not a fixture and which in quite a few 
years has been less than 40 cents, or nil. 

The price could be justified for a “growth situa- 
tion,” but American Radiator does not so qualify, 
in the writer’s view. Its sales, even with the stim- 
ulus of much war work, have yet to regain the 
volume of the late 1920’s. In its best pre-war year, 
net income was only about 36 per cent as much 
as in 1929. As a matter of fact, though they are 
not currently cheap, the highest-price building 
supply stocks — Johns Manville and U. S. Gypsum 
—are cheaper on realistic analysis than is Radia- 
tor. As with a great many low-priced stocks, Amer- 
ican Radiator’s “cheapness” is in considerable 
measure merely an optical illusion. 


Radio Corporation 


tadio Corporation is a strong company and the 
volatile stock has always been a good speculative 
vehicle— when available at an opportune price. 
sut the actual investment values offered are rela- 
tively low and in relation to them the stock ap- 
pears considerably over-priced around 1034, com- 
pared with year’s high of 1234. Earnings were 51 
cents a share last year, the same as in 1943. The 
highest earnings of the 1936-1939 period were 42 
cents a share. Thus, the stock is priced at 21.1 
times war-time share net and 25.5 times highest 
pre-war share earnings. Those ratios would not be 
low for a stock combining high investment quality 
and strong growth potentials. They are not war- 
ranted for a speculative stock in which the poten- 
tialities for important growth of earnings per share 
are questionable. 

The dividend is 20 cents a share and has never 
been more. It has been nil in some years. Thus, the 
vield is less than 2 per cent. Gross operating in- 
come is nearly three times larger than in the most 
active pre-war years. Peace-time activity in the 
radio-electronic-television field will hardly maintain 
volume at anything like its war-swollen level. As 
competition will be sharp, it is questionable whether 
glowing profits will be made. Even after eventual 
tax reduction, which is some distance ahead, it will 
be more than a bit conjectural whether earning 
power around 50 cents a share can be much bet- 
tered. Contrary to experience of certain others in 
its field, the gross operating income of Radio, ex- 
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cept in war-time, has yet to equal that of 1929; 
and the highest net income, even with aid of huge 
war volume, has been about a third less than in 
1929. Neither in sales nor profits was there a pre- 
war growth trend, when the results of the 1932- 
1937 up-cycle are compared with those of the cycle 
of the 1920’s. 


Carrier Corporation 


Carrier Corporation has sometimes been called 
a “growth stock.” Perhaps so, but in the writer’s 
opinion the longer-term potentials are quite ques- 
tionable. Pre-war earnings were irregular and were 
only $1.30 a share in the company’s best year, 
which was 1936. There is, of course, a very con- 
siderable war-time inflation in present volume and 
earnings, both subject to decline with the tapering 
off of war business. No doubt, air-conditioning vol- 
ume has further peacetime growth ahead, but this 
is not a new field. It has been growing for some 
years, but without a proportionate growth of profits. 

Carrier is the pioneer company in this business 
and one of the very few specializing in it. The 
trouble is that too many others are in it as a side 
line, including some companies many times larger 
than Carrier. Operating over 15 years, the company 
has never paid a dividend. Priced at about 20 times 
highest pre-war earnings per share, this stock 
does not look cheap but quite high. 

The lightly capitalized and often inactive Smith 
(A. 0.) had a very sharp run-up a few weeks ago 
to 77, topping all previous quotations since 1931; 
and has since fallen back about 10 points. War- 


work earnings are very high — $12.85 a share for 
the last fiscal year — but pre-war earnings were in- 
different since 1930. This company was once famous 
for low-cost production of automobile frames. Back 
in 1929, it was earning 26 per cent on its invested 
capital, netting $14.43 a share and paying a muni- 
ficent dividend of $1.20. The stock sold as high as 
260. But with some of the over-specialized makers 
of auto parts, including Smith, time has not dealt 
kindly. Others also learned how to make auto 
frames cheaply. There was a rather fair automo- 
bile boom in 1936-1937, and the best Smith could 
then do was earn 4.3 per cent on invested capital 
and net $1.75 a share in its top year. 

For eight consecutive years to and including 1940 
Smith paid no dividends. Out of abnormal war 
earnings, it has been paying $1 a share for the 
past several years. The stock is now priced at 37.1 
times highest annual earning power of the 1936- 
1939 period. Maybe there is oil under the plant. 
Maybe the Fisher Bros. will buy up the company. 
Or perhaps Smith has discovered something in 
war-work out of which it can make big peace-time 
profits. All the writer knows for certain is that 
for the period 1936-1937, when most auto parts 
companies were doing fairly well, Smith had low 
earning power and paid no dividends. On the record 
and the indicated peacetime potentiality, the stock 
looks high. ; 

Commercial Solvents is an over-rated chemical 
stock, priced at 16.9 times war earnings which have 
been above those of its best pre-war years, and 19.1 
times highest peace-time share net since 1929. The 
Jatter ratio would not be questioned for du Pont, 





























Data on Earnings, Dividends and Prices 
Price— 
(a) Earn. Ratios Highest Avge. | 

1942 1945 Percent Recent High Ind. Div. Div. 

Low High Rise Price 1936-37 A B Div. 1936-39 1936-39 
Am. Encaustic Tiling Ye 4%, 680% 4 13%. Nil 33.3 Nil Nil Nil 
Am. Hide & Leather oer 2/2 6%, 213 5\/, WY, 15.4 8.9 Nil Nil Nil 
Am. Ice 1/2 10!/ 575 83% 55% 9.3 Nil Nil Nil Nil 
Am. Radiator . 3% 14% 293° 13 29/7 260 186 040 060 033 | 
Am. Woolen __.. ; : waist MS 1234 264 /, 143% 12 Nil Nil Nil Nil 
Am. Zinc, Lead & Smelting 3', 7/4 107 5!/ 20 7.8 Nil Nil Nil Nil | 
Armour & Co. . 2"/2 8%, 295 7%, 1334 3.7 10.0 Nil 0.55 0.17! | 
Byers (A. M.) Co. b/, -20% =6221—Ssd17 33%, «= 9.22 32.1 0.25 Nil Nil | 
Carrier Corp. 4, 29/4 = 550 26 67, 8.0 20.0 Nil Nil Nil | 
Commercial Solvents . 7/4 183, 158 16l/, 245 16.9 19.1 0.75 0.80 0.35 | 
Colorado Fuel & Iron - 1 29/2850 2558 245, 8.6 11.8 1.00 1.00 0.25 
Continental Motors 25%, 124 340 10l/4, os 37 4 46°38).1 0.60 Nil Nil | 
Crosley Corp. .... 5%, 38% 576 33 35% 122 141 1.00 1.25 031 | 
Emerson Electric : 4lh 29\/, 615 23! 53, 3.7 75.8 1.00 Nil Nil } 
Farnsworth Television .... eae 5) 16, 1200 134%, NL 18.7 NL Nil Nil Nil | 
General Baking state tt caudal cle ote 10/4 203 "4 20 13.0 13 0.60 1.20 0.84 | 
General Bronze 2% 22%, 773 19 14 10.6 39.5 0.80 Nil Nil | 
General Cable a 2 7%, 293 6 32! Nil Nil Nil Nil Nil 
General Cigar 165% 29%, Ch J 59. = 22.3 9.4 1.25 4.00 2.70 
Gimbel Bros. sicstimishscninia 26 550 23 299, 8.2 11.0 1.00 Nil Nil | 
Hayes Manufacturing : ieee: Me gl, 828 6l/, 9 7.4 Nil Nil Nil Nil 
Houston Oil ..... sachine . 4 18% 716 15/2 17% 9.1 +174 Nil Nil Nil 
Kinney (G. R.) 1% 10% 478 9 9% 120 #4x\Nil Nil Nil Nil 
Maytag Co. .. 4 10% 750 We 212 600 88 Nil 0.50 0.25 
Mullins Mfg. 0. oe et Tee < ! 13%, 562 11 19%, 5.9 11.9 0.50 0.25 0.06! 
Radio Corp. pRibepaties Picteade Nek Bastia cae af) 12% 410 10% 14, 21.1 25.5 0.20 0.20 0.10 
Smith (A. O.) ; 15\/ 77 405 65 72 5.0 37.1 1.00 Nil Nil 
Spear & Co. Sn ee eee ER RIUNE _ % 15, 714 12%, 27 Nil Nil Nil Nil Nil 
Studebaker Corp. ..... sits tees Siaceate ai ae 241, 563 24 20 13.7 19.0 0.50 Nil Nil 
Willys-Overland .... Psat 13% 1938 1308 17'/ 5), 10.7. 125.0 Nil Nil Nil 
(a)—From 1942 Low to 1945 High. NL—Stock Net listed before 1938. 
A—Recent price times actual or estimated net per share for latest year. 
B—Recent price times net per share in best year of 1936-39 period. 
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or Union Carbide or any other chemical with a 
strong growth trend. But if Commercial Solvents 
has a growth trend, it eludes: this writer’s eye. 
Comparing 1939 with 1929, earning power was 
down by nearly 60 per cent. In probable relation 
to normal earnings and dividends, the stock is high. 

In the price of Farnsworth Television & Radio 
there is considerable imagination. It had no earn- 
ing power prior to 1941, and is now priced at 18.7 
times earnings of the latest year reported. There 
is plenty of “war” in present earnings. How much 
higher capitalization they should rate than earn- 
ings of an aircraft maker or a railroad is a moot 
question. Some, no doubt on account of the specu- 
lative possibilities in television, put emphasis on 
the word speculative. At its high, the stock was 
up 1,200 per cent from the 1942 low. It can 
hardly be considered cheap around 13. There has 
never been a dividend. 

Now we come to a stock — General Cigar — on 
which past earnings and dividends have been good, 
and of above-average stability. But the long-term 
trend has been downward. Earnings at no time 
over the past decade were as much as half of the 
1929 level. They were less in 1936 and 1937 than 
they were in 1932; and thgy were less in 1941, 
before war-time taxes took any big toll, than they 
were in 1936-1937. In short, even before the war, 
profits were in a trend counter to the national in- 
come. Consumer purchasing power was _ never 
higher than now, cigar prices have been sharply 
raised, cigar sales are far higher than before the 
war — yet this company’s profits last year fell 
sharply to $1.30 a share. Apparently what it needs 
to prosper, as in 1932-1933-1934, is low costs and 
low taxes, rather more than high consumer pur- 
chasing power. It will have neither any time soon. 
Here is a case where investors might be over-im- 
pressed by generous past dividends. But the pay-off 
is in the present and future, not the past. The 
stock is no longer attractive. 

Prior to 1944 Gimbel Brothers common could 
have been bought at 5 or less in most all years 
except 1936-1937, when the lows were a fraction 
over 6. This year it got as high as 26, and recently 
has been around 23. It does not look extremely high 
on 1944 earnings estimated at well over $2.50 a 
share, and paying a $1 dividend. However, there is 
much “war” in this present good showing. In most 
pre-war years, Gimbel had low earning power or 
showed deficits; and the first dividend was paid 
in 1943. Sales are some 70 per cent higher than 
in the best pre-war year. Operating profit margin 
is some 60 per cent better than in the most favor- 
able pre-war year. It is possible that as the margin 
returns to more normal levels, lower taxes may 
offset the change. Of course, Gimbel may do better 
after the war than it has done in past peace-times; 
but the point emphasized is that it is doing ab- 
normally well right now. Because of that, and be- 
cause of the sharp rise in price, the issue is un- 
attractive. 


Emerson Electric 
In 1937, Emerson Electric, mainly a maker of 


small motors, fans and arc-welders, did about 
$5,000,000 worth of business and netted a profit of 
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Balance Sheet Data 
Working Capital 
(in millions) Current Ratio Book Value 
Latest Latest Latest 
Year 1939 Year 1939 Year 1939 
Am. Encaustic Tiling $0.19 $0.18 17.0 2.8 $2.24 $1.90 
Am. Hide & Leather 4.36 3.31 9.2 9.5 6.49 3.89 
American Ice ............ 6.53 1.77 5.3 3.4 13.02 8.70 
Am. Radiator .. 53.80 37.40 4.0 7.8 9.80 10.24 
Am. Woolen 49.40 32.80 2.1 3.3 40.30 — 
Am. Zinc, Lead | 
& Smelting . 447 230 220 2 ees, ae 
Armour & Co. 136.10 102.2 3.1 3.5 26.12 13.59 | 
Byers (A. M.) Co. 3.97 2.94 2.2 6.5 38.90 23.94 | 
Carrier Corp. 5.45 3.12 15 42 15.50 6.72 | 
Commercial Solvents 15.49 11.32 4.7 5.4 9.28 6.63 | 
Colorado Fuel &lron 14.70 10.70 2.7 5.4 50.19 34.61} 
Continental Motors... 10.94 0.28 12 1.1 6.79 1.64 | 
Crosley Corp. 18.60 3.90 25 3.1 22.84 11.02 | 
Emerson Electric 4.80 1.79 1.1 6.1 14.61 5.79 | 
Farnsworth Television 3.67 1.45 1.3 11.6 3.64 1.56 
General Baking ...... 9.50 4.90 2.5 3.5 10.14 9.80 
General Bronze 1.55 1.83 1.4 8.6 11.87 4.91 
General Cable 16.32 8.31 2.3 4.8 ee ae 
General Cigar 22.40 20.70 4.9 29.3 42.03 38.78 
Gimbel Bros. 36.53 22.17 4.3 48 29.48 30.45 
Hayes Mfg. . 2.12 0.44 15 4.7 3.67 2.60 
Houston Oil 8.94 5.24 6.8 7.0 31.82 28.72 
Kinney (G. R.) 4.58 EA 3.1 3.2 Nil Nil 
Maytag Co. 5.95 4.85 3.4 3.9 0.36 0.26 
Mullins Mfg. Corp. 3.31 1.09 1.5 1.9 7.26 2.86 
Radio Corp. of Am... 112.40 25.80 24 24 — — 
Smith A. O.) Corp. 53.90 4.93 4.1 3.9 68.51 31.14 
Spear & Co. 4.57 5.46 4.7 3.2 10.38 13.76 
Studebaker 26.70 12.95 1.5 2.7 16.72 9.44 
Willys-Overland 13.74 1.58 1.30 2.2 11.67 3.75 | 











31 cents a share. Last vear it did nearly $119,000,- 
000 worth of business and earned $6.39 a share. 
This, in short, is a war-time sensation. The stock 
looks low on current earnings, very high on normal 
earnings —if the past record can be accepted as 
a guide. However fallible they may be in that 
respect, past profits seem to this writer at least a 
great deal more reliable than sensationally swollen 
war profits. From this perspective, the stock is not 
cheap but high. 

Houston Oil has been a speculative favorite, ris- 
ing much more in this bull market than the market 
as a whole or the oil stock group. Earning power 
is estimated at around $1.70 a share, which is 
about double the best pre-war figures of 1936-1937. 
That high earnings are abnormal for this company 
is implicit in the fact that it has nevér paid a cash 
dividend on the common, and in the further fact 
that in a number of years the full dividend on the 
$1.50 cumulative preferred stock was not paid. 

There is a lot of “war” in oil company earnings, 
especially in the case of small and somewhat mar- 
ginal units like Houston. When the slump in sales 
comes — and it is coming — earnings will decline 
rather sharply and all the more so because oils, 
having an especially favorable war-time tax posi- 
tion, are not cushioned against shrinkage in pre-tax 
earnings in nearly the degree of most other indus- 
trials. Houston appears to be paying an effective 
Federal tax rate of less than 30 per cent. In other 
words, when pre-tax profits slide, over 70 per cent 
of the shrinkage will “belong” to Houston. The 
stock is excessively priced on its normal earnings 
potentialities. 

In Studebaker we have an especially debatable 
issue. The bullish (Please turn to page 64) 
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<form the pros and cons of the Bretton Woods 
proposals for international monetary stabili- 
zation are being debated in this country, Great 
Britain has been concluding financial agreements 
with various Western European countries with the 
object of promoting postwar trade and in general 
establishing more normal economic and financial 
relations. The pacts are, to be sure, bilateral but 
nevertheless they could be fitted into an interna- 
tional scheme, if and when this becomes a reality. 
The first of these pacts was concluded last summer 
with Belgium. It was to run for three years and, 
as will be remembered, it provided for mutual cred- 
its for financing payments between the two coun- 
tries up to £5 millions. It also stabilized the Belgian 
franc in regard to the pound sterling, but no pro- 
vision was made for the repayment of Belgian- 
owned sterling balances accumulated in London 
during the war and estimated at about £20 millions. 

The second agreement was concluded early in 
March between Great Britain and Sweden. It is to 
run for five years, but unlike the Belgian pact does 
not call for any definite amount of credit which 
Great Britain and Sweden are to advance to each 
other. It is to be used for the financing of com- 
mercial and economic transactions only; any capi- 
tal transfers may be vetoed by the respective au- 
thorities of the two countries. 

Late last month, the third, the Anglo-French 
Agreement, was announced. It calls for the exten- 
sion of mutual credit up to £100 million and is to 
run for only one year, at the end of which a bal- 
ance is to be struck. It is expected that the bal- 
ance will be in favor of Great Britain and that it 
will be settled partly in gold and partly by charging 
the balance against the French-owned sterling bal- 
ances in London. These balances amount to about 
£40 million (net) and have been built up during 
the war from the earnings of the French merchant 
marine and from the expenditures of British armed 
forces in the franc areas, such as French North 
Africa. 

* * * 

The French National Assembly approved re- 

cently a budget for 1945 which calls for the ex- 
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penditure of about 400 billion francs and for rev- 
enue of some 190 billion. The Minister of Finance, 
Rene Pleven, stressed two principal dangers for 
French currency: (one) a low level of production 
and (two) a large Government deficit. The French 
index of production stands at present at about 50, 
with the year 1938 (when production was down 
about 25 per cent from the 1929 level) represented 
as 100. To mop up some of the excess purchasing 
power, the Minister proposed a kind of levy on 
capital, in a form yet to be determined, which 
would bring into the French Treasury 100 to 125 
million frances in the next four years. Confiscation 
of illicit profits from dealings with the enemy is 
expected to yield about 12 billion francs. 

Meanwhile the French Government is reported 
to be resigned to a wage and price level about three 
times as high as those of 1939. This attitude in- 
creases, of course, pressure for reconsideration of 
the present official exchange rate of 50 francs to 
the dollar. 

* * * 

Under the Anglo-Egyptian Financial Agreement, 
the details of which were published early this year, 
Great Britain agreed to allocate the equivalent of 
£10 million in U. S. dollars and other “hard” cur- 
rencies (Swiss francs, Canadian dollars, Swedish 
kroner, and Portuguese escudos) from the “ster- 
ling area” pool for the purpose of financing Egyp- 
tian imports during the current year. A_ special 
provision was made for the allocation of £5 million 
extra to cover non-recurring imports of wheat and 
fertilizers, if their delivery could be arranged. An- 
other provision gave the Egyptian Government the 
right to demand a larger allocation of dollars, 
should the price level in the United States rise more 
than 10 per cent, or should the prices of the prod- 
ucts to be imported from the “easy” currency areas 
(Great Britain and Continental Europe) prove to 
be 10 per cent higher than the prices of the same 
products in the “hard” currency areas. 

What is the significance of this agreement? Up 
to now, Egypt, like the other sterling area coun- 
tries, has been surrendering all the dollars and 
other foreign currencies obtained for exports (and 
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other current transactions) to a common pool in 
London against credit in pounds sterling. The au- 
thorities managing the “pool” then apportioned 
the currencies among the members according to 
individual needs. Under the Agreement, Egypt is 
guaranteed in advance a certain amount of “hard” 
currencies, principally U. S. dollars, and will ap- 
parently decide herself what she wants to use 
them for. Most of the allocated dollars will un- 
doubtedly be spent for industrial goods, machinery, 
transportation, equipments, and tools of various 
sorts, all badly needed for the postwar reconstruc- 
tion of the country. 

In practice it means simply that Egypt will have 
more dollars to spend for certain goods and that 
the rest of the sterling area, Great Britain in par- 
ticular, will have fewer dollars available. However, 
any necessary goods for which Britain lacks dollars 
will probably continue to be supplied through Lend- 
Lease. 

Still another significance of the agreement lies 
in the fact that it is the first attempt to liquidate 
the accumulated wartime sterling balances. The 
amount of “hard” currencies allocated to Egypt 
exceeds considerably Egypt’s current earnings of 
dollars. Hence some of the sterling balances ac- 
cumulated by Egypt during the war and estimated 
currently at £300 million (almost $114 billion) 
may be liquidated in the future. 


The rate of growth of Latin American gold and 
foreign exchange resources slowed down consider- 
ably during the later half of 1944. As far as can 
be ascertained, the resources of 20 Latin American 
republics reached ‘a total of about $3,600 million 
as of the end of December, 1944, or about $700 
million more than at the end of 1943. In contrast, 
the increase in resources during 1943 amounted to 
almost $1,200 million. The slowing down of the 
growth rate reflects (1) tapering off of U. S. 
expenditures abroad; (2) considerable repatriation 
of securities (Argentina), or repayment of external 
debt (Brazil) and (3) expansion of Latin American 
imports, due mainly to the improvement in shipping. 

As regards Latin American imports, a prelimi- 
nary estimate for 1944 is $1,800 million, an in- 
crease of $270 million over 1943. The 1944 exports 
apparently came to about $2,800 million, or some 
$150 million more than in 1943. Consequently the 
excess of exports in 1944 was about $1,000 million, 
or $100 million less than a year before. The 1944 
export surpluses were larger in Argentina, Cuba, 
Dominican Republic and Colombia. Most of the 
other Latin American countries had about the same 
export surpluses in 1944 as in 1943, or smaller. 
In the case of Mexico, imports expanded almost 
$100 million in 1944, so that that country’s excess 
exports of about $50 million in 1943 turned into 
excess imports of about $50 million in 1944. 


* * * 


It appears from China’s new set of directives, 
published recently, that private capital, and partic- 
ularly foreign private capital, is to be given a freer 
hand in the country’s reconstruction and postwar 
development than was planned earlier. Thus it will 
no longer be required that foreign capital in mixed 
corporations does not exceed 49 per cent of total 
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capitalization. It will be permissible for the general 
manager to be non-Chinese, but the requirement 
that the chairman of the Board of Directors be 
a chinese national was left standing. Foreigners 
will be allowed to organize mixed enterprises or do 
business entirely by themselves after obtaining 
special permission. They will be subject, of course, 
to Chinese laws. 

The liberalization of the earlier directives simply 
means that the Chinese have come to realize that 
foreign capital, and foreign “know-how” in par- 
ticular, are necessary if the development of China 
is to get really under way. The creation of domestic 
capital is likely to be small, because further de- 
pressing of the already low standard of living — 
to accumulate capital— would be rather difficult. 
It was probably also deemed necessary to induce 
the return from overseas of Chinese private capital, 
known to be considerable. 

On the other hand, the liberalization of the con- 
ditions under which private capital is to operate in 
postwar China does not mean, according to the 
Minister of Economic Affairs, Dr. Wong Wen-hao, 
that “the Government will follow the policy of 
laissez-faire. On the contrary, the Government will 
direct and channelize the activities . .. so that the 
most important job will be taken first and the 
work of the Government and private individuals 
will be coordinated.” Dr. Wong said that the Chi- 
nese Government would operate the post offices, 
the telephone and telegraph, arsenals and main 
railways. It also will engage in the development of 
petroleum resources, water power and transporta- 
tion, and in the building of steel mills, either alone 
or in cooperation with private capital, foreign or 
domestic. The Government undertakings are to be 
subsidized and apparently protected from compe- 
tition with privately organized undertakings. 


* * 


Reports on war damage in Poland vary greatly 
according to locality. Warsaw and most of its in- 
dustrial suburbs were completely destroyed; Bialy- 
stock, an important textile center, and a number 
of other important cities in northwestern Poland 
are in ruins. On the other hand, damage is reported 
to have been light in Lodz, the second largest city 
in Poland and the ‘leading textile center on the 
Continent. Industrial areas in the Southwest, par- 
ticularly in Upper Silesia (both Polish and German), 
have also escaped heavy damage. Some of the plants 
and mines are reported to have resumed production 
on a limited scale. Upper Silesian rolling mill ca- 
pacity has been considerably extended during the 
war and coal mines have been further mechanized. 
The Germans also built several new synthetic gaso- 
line and synthetic rubber plants in this area, con- 
vinced that they would hold it permanently. 

Poland appears to have much better chances for 
recovery after the Second World War than after 
World War I. The wartime expansion of Polish 
industrial resources in Upper Silesia (and southern 
Poland) and the acquisition of new industries in 
German Upper Silesia. Danzig and a part of East 
Prussia will make Poland eventually (when war 
damages is repaired) an industrial rather than an 
agricultural nation. At any rate, post-war Poland 
should be economically a (Please turn to page 64) 
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BY FRANK WALTERS 


pw Y sales directors analyzing postwar oppor- 
tunities are experiencing particular relish in 
their study of prospective demand from farmers, 
for here is a field with unusually strong potentials 
for ready exploitation as soon as circumstances 
permit. These potentials are by means merely cen- 
tering on such obvious items as farm machinery 
and fertilizer lines. Of equal interest and even 
broader scope is the inviting market which promises 
wide expansion in sales for the sellers of more 
personal items, including both durables and soft 
goods. A sharp upward trend in sales of these 
awaits only the more plentiful supply of goods 
which will be forthcoming with the easing of mili- 
tary restrictions. 

Consumer demand from our rural population var- 
ies with its annual income, normally sensitive to 
changes in crop yields and prices, but several years 
of world-wide food demand, intensified production 
and high prices have sustained farm income at 
peak levels. As long as war-induced food demands 
remain pressing and Government aid supports the 
price structure, income from farming should con- 
tinue to bolster the buying power of everyone re- 
siding in rural areas of the country. According to 
the 1940 census, this category includes 57,245,000 
persons, nearly half of the nation’s total population. 
While fortune has of course varied widely with these 
individuals, because of innumerable factors, farm 
families as a group have accumulated substantial 
savings during the last three years and appear likely 
to continue the process until at least two years 
after VJ-day, for during this period a Federal 
guaranty will stabilize crop prices to the extent 
of 90% of parity. Small wonder, therefore, that 
the business world, especially retailers, eye rural 
consumers with marked optimism. 

Record farm income topping $21 billion in 1944 
brought the total for three years to just over $56 
billion, and the outlook for 1945 thus far is equally 
favorable. Whether or not harvests and farm in- 
come will again beat records depends largely upon 
weather and ability to overcome serious manpower 
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shortages. To help solve this latter problem, the 
Government has authorized release of farm ma- 
chinery to civilian markets on a basis of 80% of 
1941 production, but shortages and stepped-up mili- 
tary output have hampered the program. In any 
event, gross farm income promises to remain sub- 
stantial, with a program calling for a 5% acreage 
increase and with production importantly centered 
on relatively high-value crops. 

Progressive price increases in some of these com- 
modities from average levels of about a decade ago, 
plus increased production, have swelled the farmer’s 
sales and widened his profit margins. Relative fig- 
ures indicate the upward price trend, with wheat 
recently at $1.64 a bushel against the 1934 average 
price of $.69 — corn now $1.11 compared with $.44 
—hogs presently $14.25 per 100 pounds against 
$3.06 in 1934. That the rise of living costs has 
lagged far behind such significant advances is cer- 
tain. Figures of the Department of Agriculture re- 
veal that whereas prices received by the farmer 
through 1943 had advanced 112% since 1934, prices 
for things he pays for living and production rose 
only 35.6%. Agriculture, therefore, has been able 
to improve materially upon the experience of other 
sectors of our economy. 

The flush farmers and their dependents, like all 
sectors of our population, have been restricted by 
scarcity of goods in their purchases of many essen- 
tials and luxuries. With earnings piling up, large 
amounts have been applied to reduction of debts, 
purchase of government bonds, or tucked away in 
the form of cash or bank deposits. In many cases 
the acquisition of additional productive land has 
tended to further increase volume, but more im- 
portant has been the trend to reduce interest charges 
and burdens of indebtedness. The deep-rooted cus- 
tom among farmers, for instance, of purchasing 
equipment on the instalment plan has always cre- 
ated a serious problem for many of them, but as 
matters now stand, about two-thirds of such in- 
stalment credit outstanding in 1941 has now been 
paid off. Total farm debts, including mortgages, have 
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been reduced by over a billion dollars, although in 
1944 the trend of mortgage debt was slightly up 
once more. It is the farmer’s cash resources, how- 
ever, which put postwar business planners on the 
alert, and a rise in rural banks deposits of $5.6 
billion. evidences his flush condition. War savings 
bonds in substantial amount further bolster the 
rural wealth. By and large, the financial position of 
the farming class is much improved and most satis- 
factory; freedom from the many problems of tran- 
sition which threaten urbanites will enable it to 
start satisfying its accumulated demand as soon as 
desired goods can be made available. 

When the farmers do “go to town” with their 
bulging wallets, producers and distributors of every- 
thing from machinery, refrigerators, automobiles 
and other heavy equipment down to countless items 
for personal wear or convenience have planned to 
welcome him with an inviting array of merchan- 
dise. But potentials for these many sellers will 
differ not only because of variations in merchan- 
dise and prices, but more importantly because of 
sectional inequalities of farm income distribution. 
Farmers in certain states have prospered in far 
greater degree than those in others, and considerable 
changes occur from year to year. 

During 1944, with total farm income at peak 
figures, and with most states sharing in the bonanza, 
cash receipts from crops in the South Atlantic 
section showed the largest percentage gain of 22% 
compared with 1943. But even here gains varied 
from 4% for Maryland to 38% for South Carolina. 
Income from tobacco in this region rose 46% above 
the year before, through increased acreage and 
yields. Cash receipts from cotton rose 25% al- 
though acreage fell 11%. In the South Central 
states, Louisiana cash crop receipts declined 5% 
in 1944, whereas a banner production of winter 
wheat brought a gain of 171° to Oklahoma. These 
brief examples merely illustrate the volatility of 
cash income from crops in different years and lo- 
cations, and could of course be extended to all sec- 
tions of the country with similar results. 


Regional Diffusion of Farm Income 


Viewing the sectional diffusion of farm income in 
1944, the West North Central states, including Min- 


nesota, lowa, Missouri, North Dakota, South Da- 
kota, Nebraska and Kansas received the largest 
amount, as their crop marketing receipts came to 
$1.28 billion, with $3.89 billion additional from 
live stock and livestock products, for a total of 
$5.17 billion. Smallest total income from these 
sources was earned by the highly industrialized 
North Atlantic States and amounted to $1.8 billion. 
States in the extreme West earned $3.6 billion, 
closely followed by the South Central states with 
a total of $3.5 billion. South Atlantic states received 
income of $2.18 billion. East North Central states, 
represented by Ohio, Indiana, Illinois, Michigan and 
Wisconsin ranked second in income, earning $3.8 
billion from crops and livestock. 


Importance of Spending Pattern 


To what extent the thrifty farmer will spend his 
savings or just what he will buy, given the op- 
portunity, is indeterminable, but rural demand runs 
strongly to durables of various kinds, although 
pinched by current goods shortages, the family urge 
may also tend strongly to such things as clothing, 
curtains, and a multitude of other soft goods. Life 
on the farm, with its comparative social isolation 
and imposed self-exertion, tends to magnify the 
popularity of time-saving gadgets and devices that 
will promote household or outdoor convenience. 
With financial resources now at long last ample to 
gratify many needs and desires, the farmer seems 
prepared to abandon Saturday afternoon window 
shopping, or casual inspection of his favorite mail 
order catalog, for more active participation in the 
urbanite’s share of good things. His standard of 
living is bound to advance along with his income. 

A primary expenditure in rural areas undoubtedly 
will be for building improvements and further elec- 
trification. Modernization of houses and barns will 
require large outlays on the part of farmers as 
soon as circumstances permit. Long experience has 
generally taught them the extent of economic loss 
which accrues from poorly sustained upkeep. For 
long periods in lean prewar years, wear and tear 
played havoc with homes and farm buildings, mak- 
ing serious inroads into later income. Lack of time 
and help during the last three years, when re- 
sources were ample, has made it almost impossible 
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Companies Standing to Benefit from Rural Sales Potentials 
Book 
Sales ($ mill.) 7—Net per Share— ——Div. per Share Value Divi- Price 1944-45 

1936-39 1936-39 1936-39 per dend Earnings Price Recent 

Avge. 1941 1944 Avge. 1944 Avge. 1944 Share Yield Ratio Range Price 
Montgomery Ward..416.058  632.708Ja 620.968 Ja 3.86 3.81 Ja 2.06 2.00 49.26 3.7% 14.1 56 -41% 53%, 
Sears Roebuck . 537.825 915.057 Ja 988.770 Ja 5.49 5.83Ja 4.75 4.25 55.85 4.1 17.5 1065-84 102! 
Chicago Mail Order 25.859 31.829 42.223 1.47 2.04 1.41 0.75 20.79 3.7 98 23 -15% 20 
Spiegel . 50.851 56.738 49.130 1.53 def 0.22 0.52 None 8.79 — — I5!,- 6 134 
Penney, J. C. 268.448 377.571 535.362 6.44 6.25 5.50 5.00 38.96 4.6 17.4 113 -93% 109 
Allied Stores ..... 106.567 151.808 Ja 203.718(d) 1.04 3.25 E 0.05(c) 1.00 17.70 4.5 6.7 25 -14!/ 22 
Sreen, f.. b...... 35.643 53.827 Ja 68.669 Ja 3.20 4.01 Ja 2.03 2.50 . 21.22 45 13.7. 5734-43'/, 55 
Grant, W. T................ 99.671 130.555 Ja 175.460 Ja 2.47(a) 3.14Ja  1.78(a) 1.40 30.37 3.4 13.0 437-32! 41l/ 
McLellan Stores ...... 22.494 28.031 Ja 41.075 Ja 1.19 1.70Ja 0.59 0.85 9.78 6.1 8.4 147-10 14\/, 
Western Auto Supply 36.066 71.042 47.153 3.43(b) 1.73 1.38 b) 1.00 28.11 2.7 21.5 41 -26% 37", 
Woolworth _.........304.576 377.148 459.847 3.19 2.35 2.40 1.60 22.60 2.7 18.3 46!/4-363% 43 
Allis Chalmers ...... 74.555 121.997 379.485 2.56 4.77 1.94 1.65 44.56 a8 9.1 4634-33'/, 43%, 
Fairbanks Morse .... 25.718 48.520 159.965 3.06 4.75 1.25 2.50 53.46 5.2 10.0 50!/4-33'%, 47\/2 
Hercules Motor ... 6.778(b) 43.201 78.502 1.58 3.59 0.81 1.00 29.17 3.6 7.6 28!/2-20!/, 275% 
Ja—Fiscal year ended Jan. 31 of following calendar year. E—Estimated. 
(a)—1938-9 average. (b)—1937-9 average. (c)—Plus 1/100 share 5% pfd. in 1937. 
d)—Year ended Jan. 31, 1944. 
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to maintain buildings in proper shape. In a vast 
number of cases, flush farmers now plan to build 
completely new homes and barns, an accomplish- 
ment far more important in their eyes than if they 
lived in large centers. The return of numerous vet- 
erans to the farm, often initiated into the comforts 
of up-to-date conveniences through training and 
travel, may accentuate the family urge for modern- 
ization. At the earliest opportunity, therefore, farm 
demand for everything in the way of building ma- 
terials, plumbing, hardware and paint will be in- 
sistent, and makers and sellers of such items stand 
to benefit by greatly expanding volume of business. 

The appended table with statistics covering a 
number of concerns which stand to benefit from 
rural sales potentials may prove interesting to in- 
vestors. High on the list of these are the mail order 
houses, a well esablished and favorite source of 
supplies for homes in rural areas. To the rising 
sales in 1944 of such limited lines of goods as these 
concerns were able to offer, will be added a deluge 
of orders from farming areas for a wide range of 
merchandise items. This prospective volume should 
run to high figures and materially enhance the al- 
ready satisfactory progress of these efficient or- 
ganizations. To capitalize more fully on the oppor- 
tunities ahead, several concerns of this kind, not- 
ably Sears Roebuck and Montgomery Ward, are 
planning a broad expansion of their sales outlets. 
Experience has taught both of these concerns that 
by providing direct inspection of goods by farmers 
able to reach their nearest store, volume achieved 
by use of mail order catalogs alone can be almost 
doubled. Their well priced and broad goods lines 
strongly appeal to rural consumers, and their many 
stores are strategically located in nearly every state. 
The distribution ability of Sears is illustrated by 
sales of 300,000 refrigerators and 160,000 washing 
machines in 1941, when such goods were plentiful. 
Postwar competition may narrow profit margins of 
these important retailers but this should be offset 
by expanding volume. Chicago Mail Order Co. is 
building up a chain of retail stores to supplement 
its profitable mail order business. Spiegel, Inc., too, 
has anticipated expanding rural demand by pur- 
chasing two smaller chains of established retail 
outlets. 

J. C. Penney and Allied Stores operate large chains 
of moderate to low-price department stores through- 
out the country, and through these outlets expect to 
sell farmers large amounts of soft goods and other 
general items. Penney is by far the larger with its 
1610 stores scattered all over the country, thus 
establishing close contact with the majority of 
rural customers. Allied carries a similar line but 
its outlets are confined to some 66 more important 
centers, but in most cases serving fairly populous 
adjacent rural areas. 

Competing strongly ‘for farmers’ profits are the 
variety chains, of which Woolworth is the out- 
standing example. This huge organization is a mag- 
net to swarms of country people who regularly shop 
in community centers and there are few areas from 
coast to coast too remote for reasonable access to 
a variety store. Postwar plans to increase volume 
envisage a broadened range of merchandise items, 
with price limits considerably raised. H. L. Green 
operates a chain of stores in many states with an 
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assortment of items mostly priced from 5 cents to 
a dollar. It undoubtedly will attract its share of 
rural trade with broader lines when they become 
available. W. T. Grant concentrates operations of 
its 493 units mostly in the Northeastern and At- 
lantic states, in small industrial and farming cen- 
ters. Volume for this concern, though fairly stable, 
is less likely to reflect increasing rural demand as 
farm income in its territory is lower than in other 
sections. McLellan Stores, however, is well estab- 
lished as a contestant for the dollar of prosperous 
Southern farmers, as more than half of its stores 
are located in the South, where growers of cotton 
and tobacco have met with considerable success. 


Potentials of Electrification 


Western Auto Supply also operates in a favorable 
zone, centering on the rich farming areas of the 
Far West. It now supplements its line of automo- 
bile parts and supplies with a broad line of both 
durables and even soft goods. Additionally, reve- 
nues are enlarged by important wholesale activities. 
Postwar rural demand for its special products should 
be extensive. 

The projected vast expansion of the Rural Elec- 
trification Program, which has already brought 
light and power to over a million farms, and prom- 
ises to extend this service to innumerable others 
in the immediate postwar period, will greatly stim- 
ulate sales of electrically operated devices. Mechani- 
cal milkers, churns and separators, pumps and 
lighting equipment will shorten working hours and 
increase the earning capacity of a host of farmers. 
In the household, too, the farmer’s wife will want 
the toasters, electric mixers and heaters for which 
she has so long envied her urban friends. Demand 
for radios and even television sets may be brisk. 

Allis-Chalmers, with its long experience in serv- 
ing farm customers with specialized electric de- 
vices, Hercules Motor with its broad line of motors 
and generators, and Fairbanks Morse with its 
pumps and other products designed to fill needs 
of the farmer, all should enjoy expanded volume 
through outlets prepared to handle the potential 
upsurge of rural demand. Similar experience should 
be expected by innumerable concerns with the quali- 
fications to serve our opulent farmers with their 
manifold requirements. 
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Midland Plant of the Dow Chemical Company 





BY PHILLIP DOBBS 


yo nearly a half century of growth to its 
credit, Dow Chemical Company ranks among 
the soundest and most vigorous concerns in one 
of the nation’s major industries. While measured 
by size alone Dow is outstripped by many com- 
petitors, it occupies a distinctive and even dominant 
position in certain sectors of the highly complex 
field of chemistry, largely resulting from profitable 
experience for many years in the extraction and 
development of basic elements such as bromides, 
chlorine and magnesium from brine. 

Intensive research, at the cost of over $3 million 
a year, has progressively expanded sales potentials 
for these raw materials, their derivatives and other 
chemicals, until today the output includes over 500 
items and Dow is a leading factor in the production 
of chloroform, iodine, aspirin, styrene, synthetic 
phenols and numerous other items. Natural gas 
and petroleum are processed to furnish a base for 
the extraction of ethyl compounds by an affiliate, 
Ethyl — Dow Chemical Company (50% owned by 
Dow), for use in Ethyl] gasoline. To further amplify 
the picture, organic solvents, plastics, synthetic 
fibres, dyes and insecticides significantly feature 
production schedules, and rounding out the tally, 
an enormous output of magnesium to meet insistent 
military demand for this light metal, has estab- 
lished world records for Dow. In the past, currently, 
and looking ahead to postwar years, the focus of 
Dow ambition was and is centering on production 
and adaptation of low cost materials for nearly 
all industries composing the national roster, and 
its sights are raised high. 

Diversified and well integrated production to 
serve its many broad markets has naturally sta- 
bilized Dow earnings in prewar years, a circum- 
stance generally shared by numerous other con- 
cerns in the chemical field. This has made for less 
sensitiveness to cyclical swings than has been the 
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experience of most groups in our economy. In only 
four years of its long history have Dow stock- 
holders failed to receive cash dividends, and since 
1908 the record has been unbroken. In addition, 
stock dividends ranging from 10% to as much as 
100% in 1929 have gone to share owners. Liberal 
as this performance may seem, it has always been 
justified by earnings which moreover made possible 
maintenance of fully adequate working capital for 
the expanding business. Cash payments have in- 
variably been conservative in character, in line with 
long established policies, and since 1929 have never 
fallen below $2 a share. Since 1938 they have re- 
mained on an even keel at a $3 rate, though net 
earnings from 1940 onward were over double that 
amount. Without consideration of other important 
factors, the prewar record of the company fur- 
nishes an outstanding example of vitality and 
healthy growth, made possible not only by sound 
business policies but due in no small part to a 
capable, progressive and aggressive management. 

The outbreak of war started Dow upon a period 
marked by vast expansion of facilities, particularly 
for the production of magnesium extensively re- 
quired by the aircraft industry. Up to May 31, 1944, 
the company had spent upwards of $50 million for 
new plants and equipment, the necessary funds 
significantly being provided from its own resources. 
Additionally, Dow has built for the Government, 
and is operating, facilities costing about $150 mil- 
lion, including a huge plant in Texas for the ex- 
traction of magnesium and bromides from seawater. 
Liberal depreciation policies, plus permission to 
amortize new defense plants within a five year 
period, have served to write down Dow plant and 
equipment account to about $71 million, whereas 
the original cost of these items was about $116 
million. 

Utilization of the expanded facilities, all of which 
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items of income tax liabilities and 
Pertinent Statistical Data relative assets for their liquidatior ; | 
SP siioe-allia thie oh’ from the balance sheet, and current 
y iene ratio rises to 5.2%. Estimated tax 
1939-1940 1941 1943 1944 liabilities of about $14 million are 
1 ~ . . 
Sales ($ mil) mae 26.762 37.743 46.907 105.427 120.426 || Well covered by $16 million of Gov- 
Depreciation $ mill) . 2.317 2.656 = 3.770 3.722, 4.118 || ernment securities in the company 
Amortization ($ ar ae 4 os —_ r-rel — treasury, without consideration of 
Balance for common mi . 3 . 5 : . 14 milli 5 
Operating margin . ee 14.11% 20.00% 17.15% 22.44% 16.40% $ The — bal ace tur f D 
Net Profit margin os 15.61% 18.97% 16.57%, 7.80% 7.11% Capital structure o ow 
°/, earned on invested capital..........13.10% 21.53% 15.70% 31.74% 21.13% || Chemical consists of $714 million 
Earned on common, per share $3.95 $6.65 $6.58 $6.35 $6.34 214,.% debentures due 1950, $41, 
Earned on common, % of market price... 2.9% 5.0% 4.9% 4.7% 4.7% million serial debentures bearing in- 
Dividend rate $3.00 $3.00 $3.00 $3.00 $3.00 terest fr 1.15% t 2% 30, 
Dividend yield on current market price... 2.2% 22%, 227, 227, 227, st Irom % to 2%, $ 386,900 : 
Current Asset value, per share $13.87 $15.47 $17.55 $28.77 $48.69 4% preferred stock and 1,248,706 
Book value, per share $26.32 $29.96 $39.80 $53.06 $56.88 shares of no-par common. Thus a 
Net current asset value, per share $11.30 $10.47 $ 3.56 $ 3.85 $30.22 total of over $42 million of securi- 
Cash assets value, per share $ 3.60 $5.38 $362 $7.13 $24.84 2 . : ( 
Current Ratio ..... aes * ee 1.2 1] 2.6 ties senior to the common bear low 
rates of interest or dividends, some- be 
, , what minimizing the leverage nor- it 
involved only extension of regular production, has mally inherent in such an amount of prior obliga- cl 
tremendously swelled volume for Dow during war tions. Book value of the common has risen from al 
years but has created serious problems of over- $26.32 in 1939 to $56.88 in 1944, reflecting the Ww 
supply in magnesium, with a return to peaceful general expansion and strengthening of the finan- hi 
conditions. Already military demand for the metal cial structure. Current asset value per share has be 
has sharply declined since the peak year of 1943. shown a rise in this period from $13.87 to $48.69, e 
From 340 million pounds consumed two years ago, approximately half of the latter figure being rep- In 
a drop to a modest level of 90 million pounds seems_ resented by cash items. The percentage of cash 
indicated for 1945, or less than half of Dow’s own items in $30.22 net current asset value per share th 
and supplementary magnesium capacity. Total pre- of common is nearly 80%. Ww 
war demand barely exceeded 50 million pounds. An In considering the important aspect of earnings, a 
offsetting factor is that late in 1944 Washington jt is evident that since 1940, net for Dow has ni 
removed all restrictions on the distribution of mag- shown marked improvement over prewar results, 
nesium, thus permitting its immediate release for satisfactory though these were and sufficient to a 
civilian use where no interference with military warrant the $3 dividend paid since 1937. From tc 
production is involved. To a limited extent, there- $3.95 per share in 1939, net rose to $6.65 in 1940 Ww 
fore, Dow can gradually embark upon an ambitious and has consistently remained above $6 per annum m 
program to stimulate industrial use of magnesium ever since, the 1944 figure being $6.34. The com- th 
and its alloys. ' pletion of a $15 million (Please turn to page 45) di 
Earningswise, Dow Chemical has closely fol- cl 
lowed the pattern established during the war years 7 tc 
by most industrial concerns. For the fiscal year Comparative Balance Sheet Items Ww 
ended May 31, 1944, volume rose $15 million over ($ millions) t) 
the previous year, reaching a total of $120 million May 31 May 31 tt 
or nearly 300% of sales volume just before the war. ateurs 1941 1944 Change 
While operating margins were reduced by rising ul 
; > : . : Cash | seninttcntatitie 3.892 14.119 +10.227 
costs in comparison with 1943, and indeed with the || U. s. Gov't securities... «0.218 ~—(16.884* = -+-16.666 cc 
figures of four previous years, the net profit margin Receivables, net . cone 5.805 12.115 + 6.310 li 
fell only moderately to 7.11% against 7.80% in Inventories, net .... seo ca PSO 16.642) + 9.212 Dp! 
1943. Per share earnings came within one cent of _ |} Due from Gov't ii md — Ta 
a ning: ‘ TOTAL CURRENT ASSETS 17.928 60.771 + 42.843 
the $6.35 reported in the previous year. 1944 final Plant and equipment... 81.171 116.001 =-+-34.830 1) 
‘ results were remarkably close to those of several “4 depreciation ..... ereenaerees —_ = 7 Ce 
fn ; " Wi 2 et property . oes tales east > A s CC 
pr ee nt The = ye grace was amply earned, |! Other Anets 3.857 8.018 + 4.161 ve 
as has been the case for the past seven years. TOTAL ASSETS nnn 80.550 139.616  -+59.066 
Huge volume of war business naturally imposed =} yapitities sl 
a severe strain upon working capital, further mag- |} Notes payable _. cue 4950 0.750 — 4,200 a0 
nified by diversion of liquid resources for the en- Accts. payable and accruals... 5.455 6.920 + 1.465 Ww 
largement of plants and facilities. The current ratio, ee for ea —— 15.387 Bie = St 
o a ; ; er curren fabiines . <aplopaee . — — VY. 
therefore, pe eerey declined from the comfort- | torar CURRENT LIABILITIES. 13877 23.057 + 9.180 b. 
able figure of 5.4% in 1939 to a bare 1.1% in 1943. Minority Interest . 0.876 1.270 + 0.394 = 
While this decline was natural under the stress of Short term debt peane oon 
war production, Dow wisely took advantage of the Long term debt " ciel tet mech sbiasiatipmatianaooesoe 14.250 12.000 — 2.250 ui 
de 1 eae : eT 1.808 + 1.440 ir 
easy money market during its last fiscal year by l 
, : 73 Capital . ESSER KES TR 32.169 67.681 +35.512 
selling an issue of $30 million 4% preferred stock, Surplus 19.010 33.800 +14.790 oe 
incidentally retiring $6 million outstanding 5% pre- TOTAL LIABILITIES nn. 80.550 139.616 $59.066 m 
ferred stock. Additional working capital thus pro- WORKING CAPITAL = — ie oa b, 
vided, plus surplus earnings, raised the current ratio a os vd ai , | tk 
in 1944 to 2.6%. However, eliminate the per contra whan nls venta mbomcaabe tl 
A 
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An Old Industry 
Entering A New Age 


BY FRANCIS C. FULLERTON °' 


Ce the world’s oldest plastic, is entering 
upon a new era. For about 4000 years it has 
been holding out on us. Because it was so brittle, 
its uses were limited. But modern research has 
changed all that. Now glass bends, bounces, floats, 
and is impervious to extreme heat and cold as 
well as unbreakable. In fact, you can live in glass 
houses now and still throw stones. Glass today can 
be sawed, nailed, drilled and machined. You can 
even wear it, after twisting it into yarn and weav- 
ing it into cloth. 

Glass in short is being transferred into a triple- 
threat raw material of the future. It will compete 
with steel, with textiles and with building materials 
as its natural defects are being overcome and its 
natural advantages enhanced. 

As with many major wartime developments, not 
all the story can be told now. But enough is known 
to show that the great postwar advance of glass 
will be as a utilitarian and highly versatile raw 
material for both new and old industries. Glass 
that will withstand temperatures of over 1,800 
degrees Fahrenheit, glass that will defy searing 
chemicals that eat away stainless steel, is ready 
to speed the making of super-octane gasoline. One 
war plant is using 27 miles of glass piping. Other 
types of heat-resistant glass are going into the 
tubes that are the heart of electronics. 

Fluorescent glass that will glow brightly under 
ultra-violet light is ready to replace the tubing 
coated with fluorescent salts now used in the new 
light fixtures. After the war, this will cut down 
production costs and lengthen the life of light tubes. 

Under a new forming process, treated like a 
plastic in high-pressure molding machinery, glass 
can be forced into exact shapes that never before 
could be made quickly and cheaply from this ma- 
terial. This means that glass, one of the best in- 
sulators known, will be able to compete with plastics 
in new developments in electricity and electronics 
where delicate and accurately made parts are es- 
sential. 

Glass coil springs are made on an experimental 
basis. Glass blown into a foam by a chemical 
“veast” has become lighter than cork and is widely 
used in life rafts, life preservers and as building 
insulation. Glass fibres, softer than silk, have been 
invading the textile industry for several years to 
meet special uses and have been notably improved 
by latest research. In fact, glass — though one of 
the oldest and commonest, has also become one of 
the most mysterious materials. Even today, scien- 
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‘orning Glass 


A section of the 23 miles of glass heat exchanges at Basic Mag- 
nesium, Inc. Through continuous pipelines, made of Pyrex brand 
heat resistant glass, flow the material that is to be heated or cooled. 


tists still do not understand thoroughly why glass 
is transparent, why it transmits light. But the 
enormous progress made towards its perfection and 
adaptation to untold uses clearly point up the pos- 
sibilities ahead. 

Under war-time conditions, glass has been ful- 
filling an increasingly important role in our war 
production after successfully overcoming many ob- 
stacles. War’s impact on the industry, normally 
one of the most stable, was by no means uniform. 
Paradoxically, it proved at first both a windfall 
and a serious blow. Flat glass manufacturers, hard 
hit by suspension of automobile production and 
private building, experienced a sharp slump which 
only slowly was balanced by increasingly successful 
adaptation of glass to war-time needs. On the 
other hand, the glass container industry fell heir 
to a substantial volume of container business di- 
verted from the can manufacturers because of 
priorities and the shortage of tin. 

Aggressive measures were needed to promote 
new markets and it was here that carefully planned 
research and development work undertaken in the 
past bore fruit. Today glass serves in many fields 
heretofore restricted to other materials, notably 
metals, while new uses as cited above — which nor- 
mally might require years for general application 
—have been enormously accelerated. Flat glass 
manufacturers, in short, came through with flying 
colors. 

An entirely different picture was presented by 
the glass container industry which’ has been en- 
joying boom conditions as demand for glass con- 
tainers reached unprecedented heights. For both 
sectors of the industry, the postwar outlook is uni- 
formly good. 

With the recovery of its chief outlets, the auto- 
mobile and building industries, the plate glass in- 
dustry after the war will once more be assured of 
steady and profitable markets which in the past 
were a source of substantial and uninterrupted 
earnings. And war-time success in developing new 
products and methods should prove the key to fur- 
ther important growth and development in fields 
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Photo by Pittsburgh Plate Glass 


Postwar homes will feature glass block walls to a greater degree 
than ever. 


hitherto barely touched, such as building construc- 
tion, decoration, architectural design, household 
appliances, furniture, textiles and in a wide range 
of industries where special glass has become an 
indispensable material. The secular down-trend in 
prices should be an important aid in securing and 
maintaining new markets. 

Similarly, the glass container industry can look 
forward to continued development not only in the 
container field proper but in many related fields 
in which it is interested today. It confidently ex- 
pects to retain at least part of the newly won con- 
tainer market. There will of course be competition, 
not only between the various glass container 
makers but also from paper containers which have 
likewise been undergoing considerable expansion 
due to war causes; but on the whole, inter-product 
competition is expected to remain modest though 
rivalry within each major field is likely to be keen. 

One of the outstanding characteristics of the 
glass industry is its concentration. In the flat glass 
field, Pittsburgh Plate Glass Co., Libbey-Owens- 
Ford and the American Window Glass Co. account 
for about 75% of the output of window glass; to- 
gether, Pittsburgh Glass and Libbey-Owens-Ford 
account for 90% of plate glass production. In the 
container field, Owens-Illinois Glass Co. accounts 
for about 40% and Hazel-Atlas Glass Co. for about 
17% of the entire output. The former thus is by 
far the largest company in the field. The drug, 
liquor, brewing, soft drink and dairy industries 
are the major container customers. 

While containers are the most important products 
of Owens-Illinois Glass, diversification is obtained 
through production of medium priced stem-ware 


and tumblers for the restaurant and hotel trade, 
closures or caps for containers, cartons and boxes 
for packaging and shipping, structural glass blocks 
used mostly in commercial and industrial building, 
and insulators for electric power transmission lines. 
Together with the Corning Glass Works, Owens- 
Illinois owns the Owens-Corning Fiberglass Co. 
which manufactures a relatively new glass wool 
product which has found much use during the 
war as a heatproof, vermin proof and corrosion 
resisting insulating material in battleships, air- 
planes, batteries, etc. It is particularly efficient and 
applicable to building insulation where it is ex- 
pected to find a growing demand after the war. 
Although earnings currently accruing to Owens- 
Illinois from this source are relatively small — 
about equal to 35 cents a share of Owens-Illinois 
common — it is felt that this division may later 
be an important contributor to income. 

The growth factor of the company is strongly 
indicated by the increase in invested capital of 
more than 90% since 1929 and an expansion of 
total assets of more than 133% in the same period. 
Net working capital at the close of 1944 was ap- 
proximately $38.5 million or better than double 
the 1929 figure of $15.8 million, and a new high. 
Earnings during the past ten years have averaged 
about $3.50 a share on the capital stock — the sole 
corporate obligation— and dividends, which have 
been paid uninterruptedly since 1907, have approx- 
imated 60% of net earnings. 


Although considerably smaller than the leader 
of the glass container industry, second place is se- 
curely occupied by the Hazel-Atlas Glass Company. 
This company is mostly concerned with the making 
of large containers used primarily by food packers. 
The line is diversified by the manufacture of tumb- 
lers, tableware, decorated glassware, miscellaneous 
glass products and several types of closures which 
bring the total number of products to about 1,500 
items. Ownership of glass-sand mines and fuel 
sources gives the company good control over costs. 

Although sales have increased about 80% during 
the past 10 years, the company has expanded its 
plant and investment only moderately. The increase 
in sales is reflected in decreasing operating ratio 
which was about 77.7% in 1944 as compared with 
about 87.5% in 1937 and 86% in 1936. Despite the 
fact that 1944 taxes were nearly 16 times as great 
as in 1936, net income has managed to stay in the 
vicinity of $2.75 million to $3.00 million since the 
outbreak of the war; sufficient to permit the con- 
tinuance of the $5 dividend rate on the 434,409 
shares of $25 par value common stock currently 
outstanding. Dividends have been paid in varying 
amounts in each year since 1908 or before. As in 











Statistical Data of Leading Glass and Glass Container Companies 
Book 
Value Net Income Per Share Dividend Per Share Div. Price Price 
Per Avg. vg. Yield Range ~ Recent Earnings | 
Share 1936-39 1943 1944 1936-39 1944 we 1944-1945 Price Ratio | 
Anchor-Hocking Glass $19.51 $1.10 $1.99 $2.49 $0.56 $1.00 3.44 291/,-20 29 11.6-1 
| Hazel-Atlas Glass . 60.10 6.21 8.01 7.05 6.05 5.00 4.35 118-99 110! 15.6-1 
| Owens-Illinois Glass . 32.15 3.12 3.58 3.06 2.44 2.00 2.95 6834-55!/, 673%, 22.2-1 
| Thatcher Mfg. Co. / Nil 3.26 0.86 0.33 2.00 0.50 3.14 2134-12% 15% 48.1-1 
| Pittsburgh Plate Glass 58.79 5.91 6.06 6.08 4.56 4.25 3.30 130-95 124%, 20.5-1 
| Libbey-Owens Ford Glass boas 18.87 3.28 1.55 2.88 2.87 2.00 3.51 59!/5-42 567 19.7-1 
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Photo by Corning Glass 


Glass parts like these are finding wide application in the electronics 
industry today. Some items shown in picture are metalized to 
provide permanent hermatic seals against gas, oil and water. 


the case of the larger company, there are no capi- 
tal obligations ahead of the common stock. 

Anchor Hocking Glass Corp. is the third largest 
maker of glass containers but is growing rapidly 
enough to press Hazel-Atlas Glass for second place. 
As the company is now constituted, it is not as 
old as its two larger competitors, being formed in 
1937 through merger of Anchor Cap Corp. and 
Hocking Glass. 

About 55% of the company’s 1944 sales were 
containers, 30% tableware and 15% closures. The 
containers were the usual line for the food and 
liquid packers; tableware mostly for chain and 
department stores and premium ware. The closure 
business is the source of greatest competition while 
the container line has been showing the greatest 
growth. 

While sales have increased about 100% since 
the merger in 1937, invested capital has remained 
about unchanged at $19 million. Earnings have 
been showing a small but steady growth, reaching 
a new high of $2.49 a share in 1944 as compared 
with consolidated net of $1.24 at the time of the 
combination of the constituent companies. Divi- 
dends, which have been paid continuously for more 
than 15 years by the integrated companies, have 
been increasing modestly, from the initial payment 
of 45 cents a share distributed to the combined 
stockholders in 1938, to the 1942-1944 rate of $1 
per share. The rate has always been conservative 
in relation to earnings, the management preferring 
to continue to strengthen financial position. 

The capital structure at the end of 1944 con- 
sisted of 34,436 shares of $5 dividend preferred 
stock and 715,550 shares of common. Plans have 
been announced for the retirement of the $5 pre- 
ferred through the sale of 70,000 shares of a new 
$4 preferred, the balance of the realized funds to 
be added to working capital. 

The smallest and least attractive unit of the con- 
tainer group is Thatcher Manufacturing Company, 
originally engaged almost solely in the making of 
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milk bottles but now making a general line of con- 
tainers which contributed about 60% of 1944 sales. 
Although the company is small, sales have shown 
sharp growth during the war period and were 
nearly 3 times greater in 1944 than in 1929 and 
more than twice as large as in 1937, the prewar 
peak year. 

The financial position of the company is not as 
strong as that of its competitors. While most of 
the expansion since 1930 has been financed out of 
earnings, it has been at the expense of working 
capital. To replenish the cash position, it recently 
was necessary to mortgage properties to the extent 
of $2 million on a long term basis at 314%. In 
addition to the long term debt, Thatcher has out- 
standing 113,909 shares of $3.60 dividend pre- 
ferred and 154,181 shares of common. Common 
dividends, which were resumed in 1944 with a pay- 
ment of 50 cents after a lapse of three years, 
have been erratic. 


While containers constitute somewhat less than 
50% of total glass industry sales, flat glass is by 
far the most important part of the business from 
many standpoints. The fortunes of the flat glass 
makers are very closely tied up with the automo- 
bile and the building industries. About 75% of all 
plate glass consumed goes into automobiles. With 
new developments coming from wartime applica- 
tions of glass, the demand for this material by 
the automobile designers will be further augmented 
in the postwar era. In addition, new applications 
for safety glass have been found in the aviation 
industry which will probably become an increasingly 
important consumer. 

Changing fashions and conceptions in architec- 
ture are calling for the use of more and more flat 
and shaped glass. Wartime fuel shortages have 
thoroughly sold consumers on the need for double 
windows or stormsash to the extent that built-in 
double glazed windows are the rule in most pro- 
posed new buildings and remodeling plans sched- 
uled for the postwar period. 

This factor alone calls for practically doubling 
the amount of glass going into new or renovated 
buildings. What this might mean to the flat glass 
industry can be gathered (Please turn to page 50) 
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Inventories Of Individual Companies 


—Their Effects on Postwar Positions 


BY WARD GATES 


EE constituting an important part 
of working capital, will be of growing concern 
to many companies as VE-Day draws near. Curi- 
ously, this concern has to do both with excess in- 
ventories and insufficient inventories. The former 
have to be disposed of, the latter replenished, and 
both processes may offer certain difficulties. 

There is a widespread tendency to consider a 
large inventory as a bad thing for any business. 
This is not strictly true, since inventories are as- 
sets, and in general the more assets a company 
has the better off it is. Large inventories, however, 
often do create trouble of various kinds. They may 
require substantial bank borrowings to finance 
them, or else absorb an undue amount of the com- 
pany’s cash. They may lead to heavy losses in 
times of declining commodity prices. Theoretically, 
they could produce similar profits in a period of 
rising prices, but experience shows that such profits 
are not nearly as large or as frequent as inventory 
losses. Finally, an abnormally large inventory sug- 
gests that good part of it may be unsalable and 
that its price may have to be drastically reduced 
in order to move it. 

Under today’s war conditions, however, inven- 
tories must be viewed from new and additional 
angles. Inventories of war-active companies, espe- 
cially those in an advanced stage of processing, will 
hardly find a ready market when war demand 
ceases, thus could be a source of substantial losses. 
Fortunately, this has been amply considered when 
formulating contract termination policies and as 
a result, the threat of inventory losses is looming 
not nearly as large as, for instance, after the first 
World War. Additionally, price inflation during the 
current world conflict has been kept well within 
bounds. But on the other hand, war inventories 
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far exceed anything in magnitude that American 
industry ever had to contend with. 

Paradoxically, at the moment, purchasing agents 
are more concerned with the declining inventory 
trend, noted ever since war production flattened 
out somewhat below its late 1943 peak. Since late 


1944, inventories in manufacturing industries. 


dropped steadily until today, with war output once 
more stepped up, they are reported to have been 
reduced to a dangerous point through inability 
of plants to secure adequate deliveries of ordered 
materials. Plants which began to curtail inventories 
after mid-1944 in contemplation of an early end 
of the European war have found that reductions 
have not been replaceable. As a result we find, 
that manufacturers’ inventories which expanded 
some 66% in the 1939-43 period are now some 7% 
lower than at the end of the latter year, amounting 
to $16.55 billion last January as against $17.77 
billion at the end of 1943. 


Manufacturing Inventories 


The early inventory growth was of course heav- 
iest in durable goods industries, the center of the 
war effort; here inventories virtually doubled to 
nearly $10 billion while in the non-durable goods 
field, inventories expanded to 114 times the prewar 
level or close to $8 billion. As to composition of 
manufacturers’ inventories, the following figures, 
applicable as of the latter part of 1944, are re- 
vealing: 

Finished Goods: 

Durable Goods 





IMGUBTTICS «occas t $1,922 millions or 11% 
Non-Durable Goods 

INGUSTMES «2.6666 54 $2,875 millions or 17% 

Raw Materials & Goods 

in Process 
Durable Goods 

re $7,296 millions or 43° 
Non-Durable Goods 

re $5,046 millions or 29% 

pcicy \ Si $17,139 millions or 100% 


As to finished goods, those of durable goods in- 
dustries offer virtually no problem; they will be 
compensated for by the Government at full value; 
the same applies to non-durable goods industries 
insofar as inventories of finished goods are of mili- 
tary character. On the other hand, raw materials 
and goods in process, constituting some 72% of 
total manufacturers’ inventories offer a definite 
disposal policy but the “loss” potential of war-ac- 
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tive companies is not unduly great since under the 
contract termination law, definite percentages of 
compensation are guaranteed by the Government. 

But as indicated before, industrial buyers at the 
moment are not too concerned over the problem of 
how to reduce inventories; rather they are finding 
it difficult to keep up inventories and fill orders at 
new increased rates without eating into already 
slim stocks. Yet, alert to the possibilities of an 
early VE-Day, buyers are using extreme caution 
in placing orders for extended deliveries, and only 
very few postwar orders are being placed; and 
those only with full protection for the buyer as 
to price, quality and delivery conditions. Under the 
circumstances, no great over-all change in manu- 
facturers’ inventories is likely in the near future. 


The Price Factor 


In appraising war-time inventories, it must be 
emphasized that physically, they are not quite as 
large as figures would indicate. A good part of the 
war-time increase has been due to higher prices. 
Taking into consideration the price factor, war- 
time inventory expansion in durable goods indus- 
tries, that is physical inventories, has amounted to 
only about 60% as compared with 100% on a dollar 
basis; that in non-durable goods industries only 
about 20% as against 50%. As a financial criterion, 
dollar volume of course remains the proper deter- 
minant. 

On the whole, a study of inventory positions in 
manufacturing industries reveals little or no serious 
overextension. A composite balance sheet of 150 
manufacturing companies discloses that inventories 
amounted to about 50% of total current assets at 
the end of 1944, by no means an unsatisfactory 
showing. Since these include advances on Govern- 
ment contracts, the actual percentage is somewhat 
smaller. Among individual companies, there are of 
course important variations not only as to percen- 
tage but as to composition of inventories as well. 
For many companies and some entire industries, 
the question of their liquidation, and the actual 
values that will be realized therefrom, is however 
no immediate post-VE-Day problem. A good many 
will continue to go full blast on war work until 
the end of the global conflict. War activity of others 
will taper off, and inventories no longer required 
may in part at least be disposed to companies con- 
tinuing on war work. Under the circumstances, it 
is difficult to estimate with any accuracy the in- 
ventory problems of a good many concerns but 
the prospect is that in many cases it will be less 
prominent than earlier anticipated. The speed and 
character of reconversion is likely to be an im- 
portant factor. 

The financial dangers inherent in the inventory 
problem vary greatly in character and degree not 
only from the standpoint of the magnitude of in- 
ventories per se, and their salability, but also in 
respect to varying financial strength among given 
companies. The appended table containing perti- 
nent statistical data for selected industry groups 
and companies attempts to highlight the purely 
balance sheet aspect. 

Among the companies listed, we find very few 
instances of abnormal ratios of inventories to cur- 
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rent assets; most ratios are below prewar norms for 
the respective industry, some drastically so. Ex- 
ceptions are found primarily in the retail and ma- 
chinery groups but how great a disadvantage this 
may turn out to be in the retail group remains 
to be seen, considering the enormous buying spree 
that has been continuing unabated for the greater 
part of the war period. Here, of course, the com- 
position of inventories is important, and unfortun- 
ately there are no data available to clarify this 
aspect. 

In the aircraft industry, we find rather extreme 
variations in the ratio of inventories to current 
assets, ranging from 3.2% in the case of Boeing 
Airplane to 42.3% for Consolidated Vultee. The 
prewar norm was somewhere around 35% and on 
this basis, most ratios (Please turn to page 48) 


























| Inventory Ratios of Selected Companies 
Ratio | 
| $ mills.) of ($ mills.) 
| Total Inv.to Net 
Inven- Curr. Curr. Curr. 
AIRCRAFT Year tories Assets Assets Assets 
Boeing Airplane 1943 $3 $93 3.2% $19 
Consolidated Vultee 1944 129 305 42.3 30 
Curtiss-Wright 1943 214 740 28.9 67 
Douglas Aircraft 1944 6 123 4.8 35 
Lockheed Aircraft 1944 33 «-162—S20.2 122 
Martin (Glenn L.) Co. 1944 53 199 26.6 19 
North Amer. Aviation 1944 59 193 30.5 24 
United Aircraft . 1944 64 182 35.1 92 
AUTOS AND ACCESSORIES 
Bendix Aviation 1943 91 291 31.2 41 
Borg Warner 1944 34 «115 29.5 43 | 
Chrysler Corp. 1944 77 «448 17.1 193 
General Motors 1944 498 1606 31.0 870 
Nash Kelvinator 1944 4 73 5.4 35 
Packard 1944 16 127 12.6 35 
| Studebaker Corp. 1944 15 77 (19.4 27 
Thompson Products . 1944 8 21. (38.1 14 
Eaton Mfg. Co. 1944 9 35 22.8 12 
Electric Auto-Lite 1944 19 48 39.5 20 
CHEMICALS 
Air Reduction 1944 10 53 (18.8 18 
Dow Chemical 1944 17 61 27:8 38 
Dupont 1944 84 288 29.1 228 
Monsanto 1944 13 36 = 36.1 27 
ELECTRICAL PRODUCTS 
General Electric 1944 228 606 37.6 196 
Westinghouse Electric 1944 165 391 42.2 206 
MACHINERY 
Allis-Chalmers 1944 87 170 51.1 99 | 
Ex-Cell-O Mfg. 1943 8 19 42.1 6 
Chic. Pneumatic Tool 1944 8 18 44.4 in 
MEATS 
Armour 1944 122 201 60.7 136 
PAPER 
Int. Paper 1943 28 79 (35.4 65 
RETAIL | 
Gimbel 1943 27 Ay 57.4 37 | 
Macy 1944 22 60 366 45 
Sears Roebuck 1943 167 = 281 59.4 217 
STEEL , 
Bethlehem 1944 #135 590 22.8 221 
U. S. Steel 1944 307 887 34.6 519 | 
Republic Steel 1943 80 154 51.9 115 
RUBBER | 
Goodyear 1944 91 180 50.5 123 | 
Goodrich 1944 57 118 = 48.3 75 | 
U. S. Rubber 1944 75 157 9 47.7 101 | 
RAIL EQUIPMENT | 
Amer. Car & Fdry. 1943. 37 138 26.8 34 | 
Amer. Loco. 1944 31 72. = 43.0 34 | 
Bald. Loco. 1944 24 61 = 39.3 17 
33 
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§ pws coal industry made a number of fortunes in 
the earlier days of the nation’s industrial growth 
but increasing competition from other fuels, as well 
as the greater efficiency of fuel burning equipment, 
kept both branches of the industry in the doldrums 
for some time prior to World War II. Production 
started about 1820 and increased rapidly for nearly 
lu0 years. Up to 1910 production doubled each 
decade on the average. But in 1911-20, despite the 
war, the gain was only about 50% and there was 
no growth ‘at all in the next ten years, while a 
recession following in the 1930’s. 

If it had not been for the rapid growth of in- 
dustrial production the decline would have come 
much sooner and been sharper. In 1901-05 anthra- 
cite coal supplied 18% of our fuel requirements for 
production of energy, and bituminous coal 71%; 
by 1916-20 the percentages had dropped to 12% 
and 68% respectively, and by 1941 to 5% and 46%. 
Electric utilities now burn only 1.31 pounds of coal 
per kilowatt hour produced, less than one-third the 
amount required in 1913; the railroads have reduced 
the amount of coal required to haul a train nearly 
one-third since 1919, and smaller economies have 
been effected in production of pig iron and in other 
industrial processes. 

The anthracite mining industry was harder hit 
than the bituminous, because of increased use of 
oil and natural gas for residential heating and in 
industrial plants. But the war has given the anthra- 
cite mines a renewed lease of life. Production which 
had been in a declining trend since 1926 rose from 
an average monthly production of 3,842,000 tons in 
1938 to 5,359,000 in 1944 — approaching the 1930 
level. Bituminous coal output increased from 29 
million tons in 1938 (monthly average) to an aver- 
age of 51 million in 1944 and recent production 
has probably run in excess of that figure. For this 
branch of the industry recent production has been 
at a record high level, approached or exceeded in 
only a few months of the 1920’s. 


| Coal Industry Faces Uncertain Future 
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_The industry has also benefitted price-wise from 
World War II, though of course government regu- 
lations have retarded inflationary price advances, 


and benefits have been largely absorbed by higher 


wages and other labor concessions obtained by John 
L. Lewis for the miners. The U. S. Bureau of Labor 
Statistics wholesale price index for bituminous coal 
reached a temporary peak of 270 in 1920, later 
remained around 80-100 for many years. Since the 
summer of 1940 it has advanced from 96 to 130. 
The price of anthracite has enjoyed an almost 
equal gain. the index advancing from 72 in 1939 
to 95 in 1944-45. 


Best Days Over? 


The coal industry may now have seen its best 
days, assuming that the end of the war in Europe 
is within sight. While the Japanese war will con- 
tinue to require large amounts of oil, the fuel situ- 
ation east of California should be eased. Soft coal 
operations at the end of last year were running 
about 5% over 1944, bringing total output to a 
new record of about 619 million tons. While the 
threat of labor difficulties has stimulated production 
in 1945, increasing manpower and equipment shor- 
tages have been an offsetting factor. It is antici- 
pated that after V-E day coal requirements may 
be reduced about 15-20% and the industry return 
to a five-day week; however this tendency may be 
delayed if industrial stockpiles remain below normal. 

‘Anthracite production last year was running 
about 7% over 1943. While requirements have been 
at the annual rate of about 66 million tons, output 
had been.running below that figure. Anthracite may 
be less affected by the immediate of the Euro- 
pean war than bituminous; domestic consumption 
takes more than two-thirds of the supply and retail 
stocks must be replenished after last winter’s heavy 
drain. 


As regards the longer (Please turn to page 56) 











Statistical Position of Leading Coal Companies 











Per C Share 
| Work. 1936-39 1936-39 1944-45 Price 
Cap. Book Avge. 1944 Avge. 1944 Price RecentEarnings Div. 
($ mill.) Value Net Net Div. Div. Range Price Ratio Yield 
Consol. Coal 11.865 48.90 def 2.30 3.36 None None 24 -14% 19%, 5.8 os 
Eastern Gas & Fuel 24.294 3.67 def0.77 def 0.28 None None 274- 1% 244.— — 
Glen Alden Coal 12.892 45.99 0.67 2.54 0.65 1.60 2114-13! 195%, 7.7 B17, 
Island Creek Coal ...... : 5, Seon, “See 2.01 3.40 2.00 2.00 45 -29 37'/g 10.9 5.4 
Lehigh Coal & Nav. 5.916 23.12 0.04 1.75 0.27 1.00 15'/4- 8 13 7.4 ed 
| Lehigh Valley Coal .... 7.907 8.16 def 1.23 0.97 None None 3 -1Y% 2%, 2.3 — 
| Penna. Coal & Coke sitiinidaniinincrnarinces AS AGS casos 2.87 None 1.00 173%- 9g 13 4.5 Ves) 
Pittsburgh Coal wooo 17.317 51.53 def 9.66 3.05 None None 852-5 642 2.1 — 
Pond Creek Pocahontas isu MR | eee 0.91 3.31 1.31 2.00 27-191, 16 7.8 LA 
Truax Traer Coal ainiisncuiecs SOO SS 0.64 2.36 Ap 0.27 0.80 1314. 854 Wy, 49 7.0 
United Electric Coal . me | la. 0.38 1.53 Je None 0.75 13%- 8 12 7.8 6.2 
West Virginia Coal & Coke... 2.222 20.02 def 0.69 2.62 None 0.50(a) !1%- 5i4 93%, 3.7 5.1 
(a)—Plus 5% stock. Ap—Fiscal year ended April 30,1944. JI—Fiscal year ended July 31, 1944. 
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ANOTHER LOOK AT... 





Decea Records...Ferro Enamel... Motor Products... 


American Type Founders... Servel, Inc....Royal Typewriter 
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DECCA RECORDS, INC. 


| eeenaide price of 3614, for Decca Records shares 


indicates only a modest drop from the year’s 
high of 3634 established in the earlier upward 
surge in the general market. Perhaps better ex- 
pressed, the stock has held its own in the tace of 
substantial reaction of by the market as a whole. 
This significant strength undoubtedly reflects the 
progressively sustained progress of the company 
all through 1944, with record breaking achieve- 
ments in monthly volume finally bringing total 
sales for the year up to around $14,000,000 as com- 
pared with $11,278,000 in 1943. Sales for November 
and December were the largest for those months 
in any previous year. The spectacular volume 
growth of Decca from a level of $500,000 in 1935 to 
its current heights is certainly notable. 

While due to the impact of EPT, net earnings 
for 1944 probably failed to show much gain over 
1943 compared with the large volume gain, im- 
provement in cash resources and confidence in the 
outlook prompted Decca to raise dividends slightly 
during the year. As a result, stockholders received 
$1.50 per share, including an extra payment of $.30. 
On this basis the dividend yield at the current 
price level is about 4.16%, and distributions have 
been conservative in relation to available final net. 
1943 earnings of $2.66 per share are likely to be 
equalled if not slightly improved when final results 
for 1944 are disclosed. 

The position of Decca as a leading factor in 
record making and the amazing growth in popu- 
larity of its products, seems well established. Post- 
war prospects appear bright, provided the national 
income remains at high levels. The public, whether 
by dise or radio, finds intense satisfaction in listen- 
ing to the excellent talent which Decca has con- 
sistently furnished. The products, therefore, enjoy 
a very wide market among all classes of consumers, 
and their relatively low prices tend to spur volume. 
In the June 10, 1944 issue of the Magazine, atten- 
tion was called to the potentials of Decca stock, 
then selling at 2434, as one of the low priced issues 
with good growth prospects. Since then, the per- 
centage advance in price has been about 50%, ob- 
viously lessening its current speculative attraction. 
Growth potentials may expand, however, if the 
company continues to exhibit the vitality which 
has marked its course for several years past. In this 
event, the common may have further appreciation 
possibilities. 
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FERRO ENAMEL CORPORATION 


As one of the world’s largest producers of vitre- 
Ous euaie: SO widely used on iron and steel, as 
well as of different glazes for chinaware, Ferro 
Enamel is well entrenched not only here at home 
but also in England, Australia and South America. 
While earnings have never been spectacular, they 
were rather consistently maintained for the last 
15 years, with the exception of 1932. In the latter 
year a small deficit was incurred. Prices for the 
common during this long period, while demonstrat- 
ing volatility, have never pulled the issue out of 
the low or lower-price class. The all-time high of 
3934 in 1937 contrasts with a low of 7% in 1942, 
and in 1933 the bottom price was 6°4,. Improvement 
in wartime earnings has been reflected by progres- 
sive new highs in the last three years, the relative 
figures being 1414 in 1942, 1914 in 1943, and 277% 
in 1944. The current price of about 25 is only 
slightly below the 1945 peak of 2814. On basis of 
last year’s dividend of $1, the present yield of 
4% is only fair and is not likely to increase through 
larger distributions to stockholders in the near fu- 
ture. Estimated net earnings of $1.75 for 1944 
would show a slight decline from 1943 figures, due 
to rising costs and EPT, and while ample to justify 
the current dividend rate, would seem to preclude 
greater dividend liberality. 

Ferro’s postwar prospects, however, are promis- 
ing enough to add speculative attraction to the 
common. When current substantial war contracts 
are estimated with the advent of peace, Ferro can 
immediately start to take up the slack of declining 
government business by exploiting a large deferred 
civilian demand for its particular products. A build- 
up of substantial volume with manufacturers of 
refrigerators, stoves and other durable goods should 
rapidly develop to meet the long pent-up and insis- 
tent public urge to buy items of this character. 
With an elimination of EPT in postwar years, profit 
margins should widen, and when applied to an ample 
volume which promises to feature operations during 
several postwar years, an interesting expansion in 
net earnings could eventuate. Appreciation of these 
potentials has created a degree of popularity for 
Ferro common which is reflected in the current 
price. An advance from a low in 1944 of 17 to the 
present level of 25 tells the story. 

(Please turn to page 54) 
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Search For Yield 

Those who have been deploring 
the steadily shrinking yields on 
common stocks as market prices 
spiraled upwards until the bull 
market recently hit a snag, will 
perhaps be surprised that there 
are still a number of good grade 
equities offering substantial divi- 
dend yields. To mention but a 
few: Pennsylvania Railroad still 
yields around 7% as do Atchison 
and Chesapeake & Ohio. Pacific 
Lighting and Bayuk Cigar yield 
around 5.7%. Quite a number 
including American Telephone, 
Freeport Sulphur, Pacific Gas & 
Lighting and Shell Union Oil re- 
turn better than 5%. To the 
“vield-minded,” such _ situations 
might appeal though in deciding 
upon commitments, they would 
do well to look beyond mere 
yield. In some instances, the lat- 
ter may shrink as earnings and 
dividends face adjustment to 
peace-time conditions. Most of 
those mentioned, however, have 
an excellent dividend record and 
on the whole fairly stable earn- 
ings prospects. 


Flurry In Oils 


Oil company shares have made 
up some of the ground lost in re- 
cent weeks as a result of the 
decision of the New Orleans Cir- 
cuit Court of Appeals that intan- 
gible drilling costs may not be 
charged, to current expenses for 
tax purposes. The Bureau of In- 
ternal Revenue plans to do noth- 
ing to enforce the court decision 
for the time being, apparently 
expecting that Congress will pass 
legislation to correct the situa- 
tion or that the decision will be 
reversed. Should the decision’ 
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stand, and eventually be en- 
forced, it would be a severe blow 
to the oil industry, apt to im- 
pair considerably future earnings 
prospects since new drilling in 
the postwar period is likely to 
expand sharply to maintain 
proven oil reserves. It is doubt- 
ful, however, whether the deci- 
sion will be sustained. Oil indus- 
try profits are currently running 
ahead of last year, reflecting 
higher crude oil output and in- 
creased refinery operations. De- 
spite this prospect, and a 20% 
increase in 1944 earnings for the 
industry as a whole, oil shares 
have continued to lag behind the 
market. 








IN RECENT MARKETS 
Am. Airlines Trans. & Western 


Commonwealth Air 
Edison United Carr 
Cont. Baking Fastener — 
Hercules Motor eo Hocking 
: ass 
Houdaille- Press 
Hershey A. 
Morris & Essex Cont. Nat. Gas 
Household 


Owens-Illinois Finance, new 
Glass Dunhill Internat. 
Schenley Distillers Gruman Aircraft 




















Growing Big 


A plant and laboratory expan- 
sion program to cost a maximum 
of $15 million will be initiated by 
American Home Products Corp. 
as soon as war restrictions are 
lifted. In recent years, the com- 
pany has gone in for expansion 
in a big way. Since Pearl Har- 
bor, it has spent over $7.6 mil- 
lion on buildings, machinery and 
improvements, and last year 
alone, sales of new products de- 
veloped in the company’s labor- 
atories over a ten-year period 


totalled $23 million of the over- 
all $105 million gross sales. In 
1944, well over $1 million was 
spent for laboratory research and 
this will be upped this year to 
$1.5 million. The concern’s record 
proves that such monies are well 
spent. Am. Home Products has 
been growing big. 


Butler Bros. 

This company, largest Ameri- 
can wholesale distributor of me- 
dium-priced, popular demand dry 
goods, variety goods and general 
merchandise expects to cash in 
on the vast deferred demand for 
home furnishings by establishing 
a chain of home furnishings 
stores as soon as conditions per- 
mit. The outlets will be known 
as Homecrest Stores and will be 
operated on the same terms as 
Butler’s Ben Franklin (variety) 
and Federated Stores (dry 
goods). Participating retailers 
must purchase all merchandise 
through Butler Bros. and must 
subscribe to certain Butler serv- 
ices on store management and 
merchandising practice. 


Postwar Aircraft Orders 


Those who have been betting 
on a dismal postwar future for 
the aircraft makers may be some- 
what shaken in their conviction 
if they learn that one of them, 
Douglas Aircraft Co., already 
has postwar orders to the tune 
of $129 million; moreover, sub- 
stantially more commercial busi- 
ness is reported in the process of 
negotiation. Naturally, this is not 
typical of the aircraft industry 
as a whole but it shows that the 
better situated units (from a 
postwar competitive viewpoint) 
are not without promise. 
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Improved Power For 
Locomotives 


War-stimulated research which 
has made strides in more efficient 
operation of ships, planes and 
tanks, will be strongly reflected in 
the motive power of postwar loco- 
motives. More rapid main _ line 
travel will surely result’ for New 
Yorkers bound for Florida and Cal- 
ifornia, while heavy freight trains 
will reach their destinations with 
undreamed of speed. Hot competi- 
tion, however, has arisen among 
makers of different power units to 
establish the superlative merits of 
their modernized products, and 
the great railroads are making 
costly tests as a basis for wise de- 
cisions. Already in operation for 
this purpose are amazing new mon- 
sters embodying the latest improve- 
ments in traction power, some using 
good old fashioned steam coal for 
fuel, others propelled by diesel 
power, and others by a marvellous 
new steam turbine. Loud are the 
claims to revolutionary achieve- 
ment by argumentative technicians 
employed by these different manu- 
facturers, and undoubtedly all of 
them are based upon sound facts. 
While only time can settle the mat- 
ter of supremacy, the fact is that 
all three of these forms of motive 
power wil be found useful for the 
solution of differing railroad prob- 
lems, benefiting everyone, includ- 
ing the public. 


Maker of Heaters Plans 
Export Trade 


The Coroaire Heater Corpora- 
tion of Cleveland, Ohio, has ar- 
ranged with Philco International 
Corporation, subsidiary of the well- 
known radio maker, to handle its 
exports on a world-wide scale. The 
interesting product involved was 
placed on the market in 1939 and 
thus has enjoyed an opportunity to 
prove by experience its efficient 
operation. The heater consists of 46 
Venturi tubes which by constricting 
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the passage of conditioned and fan- 
blown air, imparts a twirling mo- 
tion. The airstream thus literally 
bores its way efficiently through the 
atmosphere of a room. Case _his- 
tories of many installations reveal 
cost of heating five and six room 
houses in the Great Lakes region 
has been as low as an average of 
$3.50 per month, certainly an ex- 
cellent performance. 


I. T. & T. Creates 
Technical Subsidiary 


A new $2,000,000 corporation, 
with headquarters in New York, 
has been organized by International 
Telephone and Telegraph Corpor- 
ation, and will be known as Inter- 
national Telecommunication Labor- 
atories, Inc. This move will unite 
in one organization the activities 
of the parent company’s electronic 


scientists now functioning _ both 
here at home and all over the 


world, thus coordinating the ex- 
panding electronic research work 
in radio, communications and tele- 
vision. For a number of years past, 
I. T. & T. has maintained large 
laboratories in England and France, 
and as far back as 1931 installed 
the world’s first ultra high fre- 





quency communications system, Oop- 
erating between these two men- 
tioned countries. In 1937 it installed 
in the Eifel Tower the world’s 
most powerful television transmit- 
ter, a year later becoming the out- 
standing attraction of the Paris In- 
ternational Exposition. The German 
exit from Paris last year fortunately 
left intact the laboratories of I. T. 
& T. in that city, and within 24 
hours after the liberation the com- 
pany’s technicians had a radio sta- 
tion working for the U. S. Army. 
Since then, it has provided many 
such stations for the armed forces. 


Government Keeps Firm Hand 
On War Profits 


Renegotiation of war contracts 
has already occasioned over $5.8 
billion in refunds by manufacturers 
to the Government since Pearl Har- 
bor, and this huge sum does not 
fully cover operations during 1944, 
many of which are still hanging 
fire. This is a striking contrast to 
conditions in War I, when corpor- 
ate war profits soared with little 
or no restraint. In anticipation of 
potential refunds on Government 
business, manufacturers are rapidly 
shaping their policies to avoid such 














DECLINES SHOWN IN RECENT EARNINGS REPORTS 

Latest Year 

Period Ago 
Park & Tilford..... Year Dec. 31 $4.48 $5.61 
Perfect Circle ....... Year Dee. 31 wae 3.61 
Cooper Bassemer Year Dec. 31 2.46 3.14 
Miami Copper ..... Year Dec. 31 .96 1.02 
Penna. Coal & Coke Year Dee. 31 Be 3.02 
Reliable Stores . Year Dec. 31 2.07 2.47 
Seaboard Oil of Del. Year Dec. 31 1.52 1.58 
Standard Steel Spring Year Dee. 31 1.01 1.09 
Alumium Co. of Amer. Year Dec. 31 5.46 7.95 
Checker Cab Mfg. ... Year Dee. 31 1.20 2.84 
Clile- Copper’... Year Dee. 31 3.27 3.64 
Gaylord Container ........ Year Dec. 31 L51 1.56 
Hudson Bay Mining Year Dee. 31 2.06 2%: 
Inspiration Cons. Copper Year Dee. 31 1.34 1.39 
Lockhead Aircraft . Year Dee. 31 4.20 7.42 
Fereletreleh Ob oeeccecsicctsee Year Dec. 31 98 1.00 
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burdens by adjusting prices down- 
ward before signing their contracts, 
thus smoothing the path for all 
concerned. 


Novel Design For Small Planes 


Aircraft manufacturers, keenly 
aware of postwar potentials in ci- 
vilian flying, are making practical 
tests for eventual exploitation of 
this broad market. Consolidated 
Vultee is experimenting with a 
midget plane, which in appearance 
is similar to a winged bantam car. 
This aspirant for tomorrow’s public 
approval is of the push type with 
the propeller mounted on the tail. 
Of outstanding novelty is the en- 
tire absence of any cables to pro- 
duce flying control, as the small 
wing is mounted on a_ universal 
joint and can be tilted in any di- 
rection by operation of the pilot’s 
stick for takeoff, banking or to 
land. It is hoped that this improve- 
ment will increase both safety and 
simplicity of operation, while the 
small size of the plane will enable 
it to utilize most roads as an air- 
field, if necessary. Prolonged exper- 
imentation will of course be re- 
quired to remove all “bugs” from 
this novel plane, but something of 
the kind may ultimately become as 
common as birds in the not too 
distant years. 


Ample Supplies of Soap 


Civilians reading of soapless Eu- 
rope and wondering that our own 
supply has so long escaped the at- 
tention of the ration book makers 
may now breathe more easily. Soap 
manufacturers are again permitted 
to follow last year’s production for- 
mula of 85% of 1940-41 average 


Fortunately 1941 was a 
year of very high production, thus 
inflating the average. If a ten year 
prewar average had been used it 
would have been less than the cur- 
rently restricted quota, so all in 


output. 


all the prospects for continued 
cleanliness are bright. 


General Aniline To Sell 
Alien Holdings 


The announced intention of Gen- 
eral Aniline and Film Corp. to of- 
fer at auction 6,150 shares of Win- 
throp Chemical Co. Class B com- 
mon, with the consent of the Alien 
Property Custodian, marks a sig- 
nificant trend towards liquidating 
some of the large enemy assets 
seized by the Government at the 
outbreak of war. That the proposed 
sale may prove to be more or less 
of a routine matter is possible as 
Sterling Drug Co. has already of- 
fered 9,500,000 for the shares and 
this sum has been set as a minimum 
figure. On April 23, when the sale 
is scheduled, it will be interesting 
to note whether competition de- 
velops. 


General Foods Expands 


Both by acquisition and new con- 
struction General Foods added to 
its already sizable facilities during 
its last fiscal year. Purchase of the 
Wilmington Packing Co. of Wo- 
burn, Mass., importantly increased 
output of cattle and poultry feeds, 
incidentally utilizing many by- 
products from General’s regular 
lines. The Paton Corporation, mak- 
ers of Yuban coffee, also joined the 
ranks of General Foods through an 
exchange of common stocks. Grow- 
ing popularity for frozen food 
products has caused the company 
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INCREASES SHOWN IN RECENT EARNINGS REPORTS 


McLellan Stores ........... rs oe 


Latest Year 

Period Ago 
Year Sept. 30 $7.22 $6.95 
Year Dec. 31 2.09 2.07 
Year Dec. 31 3.62 3.46 
Year Dec. 31 .24 .03 
Year Dec. 31 1.58 1.01 
Year Dec. 31 2.30 2.14 
Year Dec. 31 2.00 1.15 
Year Dec. 31 6.19 6.08 
Year Dec. 31 3.00 1.01 
Year Dec. 31 1.57 1.29 
Year Dec. 31 1.10 1.05 
Year Dec. 31 1.97 1.83 
Year Dec. 31 SS7 5.30 
Year Jan. 31 4.01 3.78 
Year Jan. 31 1.70 1.54 
Year Dec. 31 4.75 4.65 
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to start construction of a new poul- 
try plant for Birds Eye-Snider at 
Pocomoke City, Md. Here poultry 
will be raised, fattened and slaugh- 
tered; then immediately frozen. 


Mack Trucks Builds New Plant 


Construction of a $500,000 plant 
by Mack Trucks at Fullerton, Pa., 
was inspired by the current urgent 
demand for additional buses, now 
so essential for the transportation 
of both troops and civilians. Per- 
mission to build this new plant was 
accorded because the company’s 
modern bus plant was requisitioned 
by the Navy two years ago and con- 
verted to the manufacture of dive 
bombers. Mass production in sthe 
new plant is hopefully expected to 
begin in a few months and will in- 
clude the first city-model buses 
which have been produced since be- 
fore the war. War Production 
Board has aproved the manufac- 
ture of these models in view of cur- 
rent shortages and _ broken-down 
equipment. 


Government Wearies of 
Montgomery Ward 


The recent refusal of the Supreme 
Court to consider an appeal in this 
celebrated case elicited a discon- 
solate argument from Attorney Gen- 
eral Biddle. The Government, he 
said, may have to operate the com- 
pany for another six months at 
substantial expense and also incur 
serious liability risks in the process. 
Evidently an inexperienced man- 
agement must be at an enormous 
disadvantage in undertaking to run 
a strange business of Ward’s mag- 
nitude. 


Joy Manufacturing 


A group of investment trusts and 
other investors have entered into 
an agreement with the Joy Manu- 
facturing Co. to purchase from Joy 
up to 100,000 shares but not less 
than 70,000 of its authorized but 
unissued capital stock at $24.50 a 
share. Among the purchasers is 
Adams Express Co., which together 
with Joy contemplates an offer to 
stockholders of Sullivan Machinery 
Co. to purchase from them not less 
than 78,000 shares of that com- 
pany’s capital stock. The transac- 
tion would give Joy control of Sulli- 
van; the former would apply all 
or part of the proceeds received 
from its own stock to the purchase 
of the Sullivan stock, the remainder 
to be used for general corporate 
purposes. 
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Opportunities for Income and Appreciation 


In Bonds and Preferred Stocks 


BY JACKSON D. NORWOOD 


MARKET TRENDS: Although the Dow-Jones ave- 
rages for forty bonds held steadily close to the 1945 
high, second grade railroad bonds were off .72 and 
defaulted railroad issues declines 1.25. Lehigh Val- 
ley Railroad general and consolidated issues re- 
sponded to news of arrangements to pay back in- 
terest on May 1. 

In the foreign field Poland 414s of 1958 gained 
more than two points while Panama 314s were up 
1144 points. 

Municipal issues held around their best prices 
in history. The Dow-Jones yield index of 20 rep- 
resentative state and city issues closed the week 
at 1.52%. U. S. Governments were dull. 


MISSOURI, KANSAS & TEXAS Ist MTGE 4s of 1990: 
The annual report for 1944 shows that this com- 
pany reduced its outstanding debt $36,030,000 be- 
tween November, 1942 and December 31, 1944. 
This debt was repurchased at an aggregate cost 
of $20,900,461 or an average of 58 cents on the 
dollar. Fixed charges at the end of last year 
amounted to $2,537,399 as compared to $4,335,066 
on December 31, 1941, a reduction of $1,797,676 or 
about 41% in three years. This issue is non-call- 
able. Fixed charges after income and taxes were 
earned 2.6 times in 1944 as compared with 2.2 
times in 1943. However, interest charges on the 
lst mortgage 4s amounts to $1,125,170 annually 
and the company even in lean years should be able 
to earn sufficient to pay the interest on this issue. 
This issue is rated “B” and is recommended at 
current market price of 87 for appreciation and 
current income yield of 4.60%. 

Two preferred stocks with arrears: Cities Service 
Co. $6 1st preferred stock — Arrears $74.00; Nia- 
gara Hudson Power $5 Ist preferred stock — Ar- 
rears $12.50. 


CITIES SERVICE CO. $6 ist preferred stock was 
reviewed in this column in the March 3rd issue. 
Since then, the company has released its report for 
1944 and showed net income of $17,889,693, equiva- 
lent to $31.91 on the first preferred stock versus 
$31.30 in 1943, subject to renegotiation. The bal- 
ance sheet as of December 31, 1944, showed further 
improvement, with cash and U. S. and Canadian 
Government securities totaling $110,231,201, an in- 
crease of $7,500,000 above December 31, 1943. 
Funded and long term debt was reduced by $22,- 
100,000. Earned surplus increased to $93,768,067 
as compared with $75,316,874 a year previous. On 
December 31, 1944, the company carried a reserve 
of $19,661,821 for dividend in arrears to December 
31, 1937 on its preferred stock issues. With divi- 
dend arrears now amounting to $74 on the first 
preferred stock, in view of the continued . good 
earnings and the improvement in the company’s 
balance sheet, the first preferred stock is recom- 
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mended as a good speculation for appreciation. 
Price range for 1944-1945 to date has been: High 
13114; low 9214; last. 


NIAGARA HUDSON $5 Ist PREFERRED STOCK on 
February 1, 1945, had accumulated dividends of 
$12.50 per share. It is callable at $107.50 and sell- 
ing on the New York Curb Exchange around 9514. 
This preferred stock still looks reasonably priced 
and is recommended for appreciation. It is well pro- 
tected as to asset backing and will undoubtedly 
receive favorable treatment in any final reorgani- 
zation plan. Earnings on the 1st preferred stock in 
1944 amounted to $14.20 per share and for 1943 
it showed $14.74. For the four year period 1940-43 
inclusive, average per share earnings were $18.11 
per share. 


GODCHAUX SUGAR, INC.: Stockholders of this 
company will be asked to approve at the annual 
meeting April 18th, an issue of new $4.50 prior 
preferred stock to replace the present $7 preferred 
stock. Subject to stockholders authorization the 
new preferred stock will be offered to holders of 
present preferred stock on the basis of 1.1 share 
of $4.50 preferred stock, redeemable at $105 and 
accrued dividends for each share of present pre- 
ferred stock, redeemable at $110 a share plus ac- 
crued dividends. It is stated that any unchanged 
shares will be redeemed at $110 a share. 


FLINTKOTE CO.: This company has called for re- 
demption on April 27, 1945 all of its $4.50 cumu- 
lative preferred stock at $105.50 plus accrued divi- 
dends of 5214 cents per share to redemption date. 


ATLAS PLYWOOD CORP.: Has called for redemp- 
tion the entire issue of its $1.25 cumulative con- 
vertible preferred stock at $27 per share, plus 
dividends of 31 cents per share, on May 1, 1945 
at the Bank of Manhattan Co., New York. This 
preferred stock was convertible into common stock 
until March 31, 1945. 











~ Recent Bonds Called for Redemption | 


Amount Redemption | 

ISSUE Called Date } 
Atlantic Coast Line L. & N. Collateral 4s 1952... Entire Issue May | | 
Certainteed Products 20-yr. deb. “A’’ 1948... Entire Issue April 9 | 
Kingston Elevator Lid. Ist 4 és 1950... Entire Issue May | | 
Kresge Foundation 3% Coll. Tr. Notes 1950... Entire Issue April? | 
Louisville & Nashville Ist & ref. Mtge. | 


ty gi | petioles eee 
Louisville & Nashville Ist & ref. Mtge. 

414% “C' 2003 
Louisville & Nashville Ist & ref. Mtge. 

4% "D" 200 


. Entire Issue April | | 


Entire Issue April | 





Entire Issue April | 





Marion Steam Shovel Ist Mtge. és (7, eee _ Entire lssue April | 


Metropolitan Edison Ist Mtge. 4% "E’’ 1971... Entire Issue April 2 
Metropolitan Edison Ist Mtge. 4% “G" 1965... . Entire Issue May 2 
N.Y., Chgo. & St. Louis ref. Mtge. 5's "A" 1974. Entire Issue April | 
Northern Penn. Power Ist & ref. Mtge. 5s 1962. Entire Issue April 1! 
Penn. R.R. 40-yr. 4'2% deb. 1970...__ __._ Entire Issue April | 


Portland General Electrical Ist Mtge. 5s 1950. Entire Issue April 5 
Shawinigan Water & Pr. Ist Mtge. 
& Coll. Tr. 4!/os 1967 


Ree) April | 
Tri-Continental Corp. 5% conv. deb "A" 1953... Entire Issue 


April 16 
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The Personal Service Department of THE MaGazINE OF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions: 


1. Give all necessary facts, but be brief. 
2. Confine your requests to three listed securities; one request per month. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. If not now a paid subscriber use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 
Special rates upon request for those requiring additional service. 





Park & Tilford Whiskey 
Purchase Agreement 

I have some Park & Tilford Whiskey 
Purchase agreement; will you please ad- 
vise me how to handle this? 

Thank you. 

K. Y., Ashtubula, Ohio 

In response to your question 
we advise as follows: 

In order to assign your Whis- 
key Purchase Agreement, it will 
be necessary for you to execute 
both the Whiskey Purchase 
Agreement and the Notice of 
Assignment forms. 

It is difficult to advise whether 
or not $12.00 is a fair and reason- 
able price for the assignment of 
your Whiskey Purchase Agree- 
ment. We do know that there ap- 
pears to be quite some demand 
for these warrants at the present 
time and the full maximum price 
of $3.46 per case is being offered 
by retail dealers in New York and 
New Jersey. 

You realize, of course, that in 
some states a stockholder cannot 
obtain $3.46 but may receive 
$2.46, by reason of the fact that 
the whiskey must be cleared 
through a wholesaler, who re- 
ceives a clearance fee of $1.00 
per case. Such clearance fee is 
involved in the importation into 
the states of Georgia, Florida, 
Ohio, Michigan, Wisconsin, Ar- 
kansas and Louisiana. 
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In the State of New Jersey, a 
stockholder assigning a Whiskey 
Purchase Agreement to a New 
Jersey retailer must pay a 50c 
per case fee, while in New York, 
a stockholder is required to ob- 
tain a permit at a cost of $10.00 
for every 18 cases assigned to a 
New York retailer. 

Therefore, the matter of ob- 
taining a maximum price resolves 
itself into being able to obtain the 
best price possible with the party 
with whom you deal. 


Interlake Iron 
A few months ago I purchased some 
Interlake Iron Ore at $10.00 per share. 
Would appreciate your comments on this 
issue, or suggestions. 
Enclosed is self-addressed 
Thank you. 
bles LAV. SE Paul, Minn. 
Activity and strength in Inter- 
lake Iron may reflect the recent 
price increase of $1.00 a ton 
granted by the O.P.A. on pig iron. 
A year ago, pig iron producers 
asked for an increase of $1.00 a 
ton on their product. The higher 
price was not granted until Feb- 
ruary 14th. Recent pay adjust- 
ments accorded labor in the iron 
and steel industry will naturally 
affect pig iron companies such as. 
Interlake. But the recent boost in 
pig iron prices will benefit earn- 
ings of Interlake, one of the larg- 
est producers of merchant pig 


envelope. 


Sita 


iron in the country. 

The firm’s earnings for 1944 
were estimated at close to the 
$1,064,784 or 55 cents a common 
share, reported for 1943. 

This stock appears fairly at- 
tractive as a low-priced specula- 
tion. 


American Telephone & Telegraph 


Dividend 

I am an elderly person, solely dependent 
on imterest and dividends for income. I 
own some Amertcan Telephone & Tele- 
graph common stock and am = concerned 
about the continuance of the $9.00 annual 
dividend. Will you please advise me on 
the prospects for maintenance of this divi- 


dend? 
C. D., Harrisburg, Pa. 

American Telephone & Tele- 
graph Company reported for 1944 
net income of $163,138,000 equal 
to $8.54 a share, compared to 
1943 net income of $168,530,764 
equal to $9.00 a share. For the 
December quarter, 1944, net in- 
come was $41,119,000, equal to 
$2.13 a share, against net income 
of $41,604,457, equal to $2.22 a 
share, in the 1943 period. 

A consolidated report of the 
Bell System for the twelve months 
to November 30th shows net in- 
come of $167,933,499 applicable 
to the parent company’s stock, 
or $8.81 a share, against net in- 
come of $178,396,726 or $9.53 a 
share in the preceding year. 

Walter S. Gifford, president, 
said earnings on invested capital 
for the twelve months ended No- 
vember 30th and for the years 
1943 and 1942 were 5.4, 5.7 and 
5.4 percent, respectively. Except 
for depression years, he said, the 
earnings are the lowest on record 
—a period of more than forty 
years. 

“The system’s war-time earn- 
ings on the invested capital,” Mr. 
Gifford said in the report to stock- 
holders, “have in fact been less 
than would be considered neces- 
sary in peace-time if the credit 
of the system is to be kept on a 
sound basis.” 

(Please turn to page 60) 
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As production on the second armament pro- 
gram begins to pick up momentum our index of 
Business Activity has risen a point during the 





SUMMARY 
MONEY AND CREDIT — Chairman 


George of the Senate Finance Com- 
mittee predicts that the public debt 
will reach at least $400 billion by the 
end of 1950. 


TRADE — Department store sales in 
week ended Mar. 24, and for four 
weeks, were 24°, above last year, 
against cumulative gain of 18% for 
year to date. 


INDUSTRY — WPB predicts that war 
output will taper off gradually after 
V-E day, sinking to around 65% of 
current level within a year to 18 
months. Until manpower and materials 
become plentiful, reconversion will pro- 
ceed under the “spot authorization” 


program. 


COMMODITIES — Spot prices con- 
tinue to hug ceilings while futures make 
new 1945 lows. Postliberation relief 
needs and Pacific war may keep food- 
stuffs scarce for several years. 








BUSINESS ACTIVITY 
PER CAPITA BASIS 
M.W.S. INDEX 


past fortnight to a level of 1% above last year 
at this time. On a per capita basis, however, the 
index is still a shade lower than a year ago. Per 
| capita Business Activity in March averaged the 
' same as for February; but was 4/10% lower 
than March, 1944. Fourth quarter average was 
5% ahead of the fourth quarter; but 2/10°%, 
under the first quarter of last year. Without com- 
pensation for population growth, this publica- 
tion's index of Business Activity, at 171.6% of 
the 1935-9 average, was 0.1 point below Febru- 
ary; but 1.1 point above March, 1944, First 
quarter averaged 171.3, compared with 167.5 
for the fourth quarter of last year and 169.8 in 
the first quarter of 1944. 
* x 


Department Store Sales in the week ended 
Mar. 24, and for four weeks, were 24°%/ above 
the corresponding periods last year, thereby 
raising to 18% the cumulative gain for the year 
to date. 
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Present procurement plans of the Armed Forces 
are being based upon the conservative assump- 
tion that Japan May Hold Out For Two 
Years after Germany Pals A few think she may 


Lorman 








(Please turn to the following page) 











APRIL 14, 1945 41 














Inflation Factors 






























































Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
FEDERAL WAR SPENDING (tf) $b Mar. 28 1.83 1.87 1.58 0.43 | 
Cumulative from Mid-1940......__ Mar. 28 266.4 264.6 175.8 14.3 ‘ 
Continued from page 41) 
accept “unconditional surrender” sooner; but the 
FEDERAL GROSS DEBT—$b Mar. 28 233.5 233.5 184.6 55.2 generally held view is that it will require nearly 
a year to shift armies now fighting in Europe 
and build up the longer supply lines—then an- 
MONEY SUPPLY—S$b aes 
Demand Deposits—101 Cities... | Mar. 28 373 37.6 32.7. «24.3: | other year of all-out fighting. 
Currency in Circulation... Mar. 28 25.8 25.8 21.0 10.7 eae 
Latest estimate by the WPB indicates that 
BANK DEBITS—13-Week waked War Production for the Army will decline onl 
y 
New fou Giyibe | Mov 28 gas gum se 392| ar itn moh er VE dy and ta 
the overall drop in munitions output for all our 
Armed Forces will reach 35% within a year to 
INCOME PAYMENTS—$b (cd) Jan. 13.32 14.40 12.54 8.11} 18 months after collapse o forganized Nazi 
2 Mies ale a poe Hoo rit aa resistance. Meanwhile a Reconversion Program 
an. ; : B E e Ae inte pais 
Farm Marketing Income 'ag)___ Jan. 1.55 1.70 1.54 121 much better than the original” will be ready 
Includ’g Govt. Payments (ag)... Jan. 1.64 1.75 1.63 1.28| when needed. 
* * * 
CIVILIAN EMPLOYMENT (cb)m Feb. 50.6 50.1 50.3 50.4 Vice-Admiral Vickery of the Maritime Com- 
Agricultural Employment (cb) .. Feb. 6.8 6.7 6.7 7.7 mission discloses that the Merchant Shipbuild- 
Employees, Manufacturing (lb) Feb. 15.5 15.5 16.7 136: |. ‘ll b | Riek his dh 
Employees, Government (Ib) Feb. 5.9 5.9 5.8 5 | = Pee eo ey eee Wy 
UNEMPLOYMENT (cb) m Feb. 0.9 0.8 0.9 3.4 | end of 1945, thereby releasing 521,000 employ- 
ees for other war work. Many yards on the 
West Coast are changing over to repair jobs. 
FACTORY EMPLOYMENT (ib4) Feb. 160 160 134 147 ras 
Durable Goods Feb. 216 216 241 175 
Non-Durable Goods ...... Feb. 116 116 121 123 vy oe eg ae eo ba —_ tod 
FACTORY PAYROLLS (ib4)_ ion 330 332 345 198 -E day is bound to usher in a short perio 
of confusion for domestic industry while war pro- 
grams are being shifted from Europe to the 
FACTORY HOURS he wanes aoe ca 45.6 45.3 44.8 40.3 | Pacific. There will be unavoidable marking of 
Hourly Wage (cents) rng 104.0 103.5 99.5 78.1 time until business can become acquainted with, 
Weekly Wage ($) Dec. 47.45 46.86 44.58 31.79] and adjustde to, whatever Reconversion ac- 
tivities may be permitted. The WPB announces 
PRICES—Wholesale (Ib2) Mme mw ap ae ee ee ee 
Retail (cdib) Sid 139.7 139.6 135.3 116.1 principal transition mechanism for reconversion 
until military procurement cutbacks are large 
enough to make labor and materials freely 
COST OF LIVING (Ib3) Feb. 126.8 127.3 123.8 110.2 available. 
Food ...... Feb. 136.5 137.3 134.5 113.3 pete 
Clothing Eines Feb. 143.3 143.0 135.2 113.8 
SR TS eee eee er ee 
of the Army will be completed by July 1. 
RETAIL TRADE With needs thereafter limited to replacements, 
pg one ed (cd) $b........ - “er air a a it is believed that Draft Calls may drop nearly 
Nan@urnhis Gok... ead 4.72 6.44 4.23 3.58| @ third. The manpower shortage is already eas- 
Dep't Store Sales a $b. Jan. 0.45 0.88 0.38 0.40| ing somewhat in critical armament areas while 
Chain Store Sales (ca)... aa Jan. 199 191 188 151 Congress, despite Administration pressure, still 
hesitates to enact even a compromise work-or- 
MANUFACTURERS’ fight bill. 
New Orders (cd2)—Total Jan. 352 327 276 212 sata coett 
Durable Goods ‘ Jan. 543 478 411 265 
Psa a se _ i md end nh The all-important question of wages and prices 
a) Disnhis eG oods.. We roa 366 391 364 220 for peacetime production still remains in the 
Non-Durable Goods . Jan. 206 207 182 155 talk stage. From the conservative viewpoint it 
is encouraging to note that Vice-President Truman 
BUSINESS INVENTORIES—$b has refused a CIO request for help in breaking 
End of Month (cd)—Total Ree ae Jan. 26.4 26.6 27.8 26.7 the Little Steel Formula; that Food Adminis- 
<a or 0 gl woe cecteeesecceeeecneecceemane _ er pn oo — trator Jones has come out for modification of the 
Sacer i 58 5.9 6.0 72 Farm Prices Support Program; and that the 
Dept. Store Stocks (rb2) Jan. 147 136 154 139 Farm Bureau Federation, with endorsement by 
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Latest Previous Pre- 
Wk.or Wkh.or Year Pearl | PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
ree Pico agponal Mar. 24 160.2 159.2 160.2 141.8 ’ 
(M. jap. Mar. 24 172.1. «171.1—«170.0 146.5 (Continued from page 42) 
INDUSTRIAL PRODUCTION (rb3) Feb. 142 140 142 133 the A. F. of L., has abandoned efforts to obtain 
Mining . Feb. 235 234 244 174 an upward revision of the farm prices Parity 
Durable Goods, Sea eas Feb. 346 344 367 215 Formula. 
Non-Durable Goods, Mfr. . Feb. 175 175 177 141 * * * 
CARLOADINGS—t—Total Mar. 24 816 816 778 833 On the other hand, Federal Loan Administra- 
Manufactures & Miscellaneous... Mar. 24 405 405 373 379 tor Vinson declares that high prices for farm 
Mdse. Sees see. : a Mar. 24 110 108 107 156 products, high wages for workers and Big 
Grain Mar. 24 46 44 43 43 | Profits for industry will be required to maintain 
ELEC. POWER Output (K.w.H.Jm | Mar. 24 4,402 4,379 4,409 3,269 | ‘uN. smPloyment aller the war. So tor as the 
SOFT COAL, Prod. (st) m Mar. 24 11.8 11.9 12.0 10.8 | mention of profits as a stimulant to prosperity; 
Cumulative from Jan. Vow Mar. 24 140 128 151 446 but it is no secret that the Administration favors 
a TE Sn ec eee Jan. 49.7 57.2 53.6 61.8 Floors Under Wages and Prices to avoid de- 
cachnoes.teben) flation and so ease the burden of servicing our 
— s.) m huge public debt. 
Crude Output, Daily Mar. 24 4.8 4.8 4.4 4.1 
Gasoline Stocks _.... Mar. 24 99.0 98.9 85.6 87.8 al tai 
Fuel Oil Stocks . Serene Mar. 24 43.3 43.7 52.7 94.1 h hi , F 
Heating Oil Stocks... | Mar. 24 268 265 309 548 Thus while the approaching collapse of or- 
ganized Nazi resistance may also end the efforts 
LUMBER, Prod. (bd. ft.) m Mar. 24 484 512 576 632 of pressure groups in the U. S. to raise Costs, 
Stocks, End. Mo. (bd. ff.) b............ Feb. 3.5 3.8 3.5 12.6 | this alone will not win the Battle Against 
Inflation. We still have to overcome the men- 
STEEL INGOT PROD. (st.) m Feb. 6.66 7.20 7.19 6.96 ace of continuing Federal deficits and the temp- 
Cumulative from 1 Oh | SaaS eae Feb. 13.9 7.20 14.8 74.69 tation to grant too liberal cerdits abroad. Chair- 
George of the Senate Finance Committee 
ENGINEERING CONSTRUCTION sh . ; : 
AWARDS (en) $m in? 23 @ wm os) CS 
Cumulative from Jan. | Mar. 29 380 343 450 5,692 b-acg 4 fll St a pe il of 1946. 
MISCELLANEOUS * * * 
Paperboard, New Orders (st)t Mar. 24 138 130 126 165 
Machine Tools, New Orders—$m Feb. 58.0 58.6 33.4 80.0 Cash Dividends paid in February were 1.3% 
Portland Cement Prod. (bbls.)m.... Feb. 5.4 6.4 5.7 14.9 moer liberal than in the like month of last year. 
Hide & Lthr. Stks., End Mo. (hds.)m Jan. 11.8 11.6 10.4 14.0 Increase for three months totaled 6.7%. with 
Cigarettes, Domestic Sales—b. Feb. 16.7 20.1 17.4 17.1 automobiles up 30% and mining 21%. 
Cigars, Domestic Sales—m Feb. 389 379 389 543 











b—Billions. ca—Chain Store Age, 1929-31—100. 
cd3—Commerce Dep't., 1939—100. cdlb—Commerce Dep't., 
I—Seasonally adjusted index, 1935-9—100. Ib—Labor Bureau. 
mpt—At Mills, Publishers & in Transit. 


cb—Census Bureau. cd—Commerce Dep't. cd2—Commerce 
(1935-9—100) using Labor Bureau and other data 
Ib2—Labor Bureau, 1926—100. Ib3—Labo: 
mrb—M. W. S., using F. R. B. 


ag—Agriculture Dep't. 
Dep'’t., Jan. 1939—100. 
en—Engineering News-Record. 
Bureau, 1935-9—100. Ib4—Labor Bureau, 1939—100. m—Millions. 









































data. np—Without compensation for population growth. pc—per capita basis. rb2—Federal Reserve Board, adjusted index (end Mo.) 

1935-9—100. rb3—Federal Reserve Board, adjusted index, 1935-9—100. st—Short tons. t—Thousands. ti—Treasury & R. F. C. 
THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 

No. of 1945 Indexes —————— (Nov. 14, 1936, Cl—100) High Low Mar.24 Mar. 31 

Issues (1925 Close—100) High Low Mar.24 Mar. 31 100 HIGH PRICED STOCKS 79.56 73.59 76.77 77.03 

290 COMBINED AVERAGE 118.1 105.0 110.6 TH. 100 LOW PRICED STOCKS... 132.91 112.22 120.25 120.69 
4 Agricultural Implements —... 177.5 160.5 164.0 160.5a 6 Investment Trusts 50.2 44.7 45.8 45.8 
10 Aircraft (1927 Cl—100)..... 175.6 156.0 162.4 164.0 3 Liquor (1927 Cl lace 443.0 391.0 427.0 436.0 
6 Air Lines (1934 Cl—100)... 640.4 559.6 609.4 629.8 8 Machinery _....... 156.0 137.5 149.2 150.1 
5 Amusement cu OE 78.9 78.9a 80.9 2 Mail Order 102.9 96.7 99.8 101.5 
13 Automobile Accessories... 207.3 178.2 187.2 187.9 3 Meat Packing 88.2 68.6 73.1 75.2 
12 Automobiles 40.7 33.8 37.6 38.7 1! Metals, non-Ferrous 173.3 149.0 158.6 160.4 
3 Baking 1926 Cl—100) _ 16.1 14.3 15.1 15.8 3 Paper 21.4 18.9 19.5 20.6 
3 Business Machines 245.2 221.3 227.1 221.3a ize Wenamune, 2 165.8 142.5 153.9 154.2 
2 Bus Lines ies Cl. 1100). 160.3 123.5 145.1 142.7 19 Public Utilities _ 96.6 55.4 65.4 65.0 
4 Chemicals . . 204.1 189.2 192.8 193.7 5 Radio (1927 Cl—100) 31.4 27.5 27.5 27.5a 
4 Communication 85.2 73.5 82.2 81.1 7 Railroad Equipment ~ 79.1 68.9 73.9 74.6 
13 Construction .... rats el | 42.3 44.9 45.2 21 Railroads 27.1 22.8 25.4 25.6 
PT Containers 0. ae 276.5 300.9 298.4 2 Shipbuilding 114.5 96.6 108.8 105.8 
8 Copper and Brass 83.2 74.8 74.8a 74.8 3 Soft Drinks : . 433.6 402.9 403.7 402.9a 
2 Dairy Products 2 “S32 47.6 51.4 51.6 12 Steel and Iron _... 93.1 82.2 87.6 87.8 
5 Department Stores ... 45.3 39.8 42.7 43.3 3 Sugar 58.1 55.5 55.50 56.7 
5 Drugs and Toilet Articles... 127.3 117.6 117.6a = 118.1 2 Sulphur 191.7 173.5 188.6 185.2 
2 Finance Companies ............. 240.5 222.1 236.0 234.9 3 Textiles pons (OE 58.5 62.4 61.6 
7 Food Brands |W... 149.4 134.5 142.0 142.0 3 Tires and Rubber._..-:37.8 34.0 36.8 35.0 
2 Food Stores 63.1 56.1 61.3 61.0 5 Tobacco 76.5 67.5 70.5 69.9 
4 Furniture = 89.8 81.6 81.7 81.6a 2 Variety Stores _ 266.4 255.6 258.2 259.2 
3 Gold Mining . eee ROO 938.3 990.8 1007.7 21 Unclassified (1944 Ch—1 cl —100) 108.8 100.0 100.6 100.1 
a—New LOW this year. 
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Trend 


Commodity futures sagged to another new low for the 
year during the past fortnight; while spot prices continued 
to hold near ceiling levels under the influence of heavy 
Government purchases of flour, wheat, corn and rye, mostly 
for export. Last week, in fact, the Labor Bureau’s index of 
spot prices commanded by seven principal farm staples rose 
to a new war-time high. Grain men think that the Govern- 
ment’s estimate of 400 million bushels for the wheat carry- 
over on July 1 is too high by 300 million. OPA chief Bowles 
has announced that cotton cloth ceilings will be reduced 
proportionately if fabricators do not pay parity prices for 
the fibre. In trade circles it is believed that this will have 
the intended effect of holding prices close to parity; since 
mills would prefer to pay the higher prices rather than 


of Commodities 


have their ceilings lowered. OPA has been much criticised 
for poor planning which seems to be responsible for the 
record shortage of civilian meat supplies at a time when 
the livestock population is close to its all-time high. In 
fairness, the onus of criticism should be shared by other 
planners who underestimated Nazi tenacity and postlibera- 
tion needs for food relief. Attempting to rectify the situa- 
tion, OPA has raised cattle slaughterers’ subsidies by what 
packers complain is an insufficient amount. Among Gov- 
ernment departments there are wide, and doubtless sincere, 
differences of opinion as to the post-war price outlook. 
The Agriculture Department fears a slump. Others think that 
the Pacific war and foreign relief needs will keep foodstuffs 
scarce for several years. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August 1939, equals 100 


Date 2 Wk. 1 Mo. 3 Mo. 6 Mo. 1-Yr. Dec. 6 


Mar.31 Ago Ago Ago Ago Ago 1941 


28 Basic Commodities ___ 183.6 183.6 183.6 182.7 182.7 180.7 156.9 
169.0 169.0 169.0 168.7 168.7 168.2 157.5 
17 Domestic Commodities — 193.6 193.7 193.0 193.3 192.5 189.3 156.6 


11 import Commodities _ 





COMMODITY FUTURES INDEX 
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COMMODITIES INDEX 


























Average 1924-36 equals 100 





1945 1944 1943 1942 1941 1939 1938 1937 
High 98.66 98.13 96.55 88.88 84.60 64.67 54.95 82.44 
Low ..- 93.90 92.44 88.45 83.61 55.45 46.50 45.03 52.03 
44 


Date 2 Wk. 1 Mo. 3 Mo. 6 Mo. 1-Yr. Dec. 6 


Mar.31 Ago Ago Ago Ago Ago 1941 


7 Domestic Agricultural... 225.9 226.0 226.1 222.6 224.5 221.7 163.9 
I2pomanune: 209.0 209.0 209.1 206.6 207.4 206.8 199.9 
166.4 166.4 166.4 166.4 166.0 163.1 148.2 


16 Raw Industrials 


RAW MATERIALS SPOT INDEX 


OEC. JAN. FEB. MAR 





100 









































14 Raw Materials, 1923-5 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1945 1944 1943 1942 1941 1939 1938 1937 
aioe Weel 9 “FRO KR 85.7 78.3 65.4 91.5 
Low 96.7 94.9 89.3 86.1 74.3 61.4 57.5 64.7 


High 
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Investment Audit of 
Dow Chemical 





(Continued from page 28) 
plant at Port Arthur, Texas, in 
the 1939-40 period, with conse- 
quent largely expanded output 
of magnesium and bromides im- 
portantly bolstered earnings even 
before Pearl Harbor thrust Dow 
into ever widening operations for 
war. An important fact in con- 
sidering postwar potentials is 
that normal activities notably 
accounted for the trend towards 
higher profits. War earnings have 
accelerated this uptrend, but 
their approaching elimination 
may not prove as serious a factor 
as casual thought might suggest. 
Profit margins on Government 
business are narrow, while EPT 
greatly minimizes the factor of 
volume as a determinant of final 
net. 

That practically no reconver- 
sion problems face the company 
is a favorable certainty. Just how 
rapidly the end of the war in 
Europe will facilitate release of 
certain chemicals for normal in- 
dustrial consumption cannot be 
predicted but current freedom to 
sell magnesium for civilian pur- 
poses, clearly indicates a recep- 
tive Federal attitude when the 
problem arises though war needs 
will of course dominate any de- 
cision. The transition process will 
merely involve redistribution of 
shipments for the most part, as 
chemical manufacturers do very 
little direct business with the 
Government, and most of Dow’s 
customers are of prewar stand- 
ing, using very similar raw ma- 
terials both in times of war and 
peace. If postwar production of 
synthetic rubber continues at 
high levels, Styrene will lose 
little of its current importance 
in adding to Dow volume and 
profits. So diverse are the items 
in the company’s output and so 
broad are its markets that on 
the premise of anticipated post- 
war prosperity, volume may be 
expected to equal or even exceed 
prewar figures, although a sharp 
contraction from current war- 
time heights will be inevitable. 
If hopes of the dynamic manage- 
ment are realized, long term 
growth potentials are excellent 
even to the extent of improving 
wartime volume records within 
the coming decade. 

The Surplus Materials Act may 
successfully freeze 100 million 
APRIL 
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pounds of magnesium now re- 
portedly in the Government 
stockpile and the enormous over- 
capacity undoubtedly will be 
dealt with constructively. Cur- 
rent pressure on Washington 
may lead to postwar closing 
of Government-built magnesium 
plants until such time as expand- 
ing demand may encourage their 
lease or sale to private interests. 
In spite of Dow’s past expansion 
of facilities, confidence in the fu- 
ture has led it to plan over $15 
million in further additions in 
the not distant future. Even now 
the company, in conjunction with 
Corning Glass Corporation, has 
under construction a large plant 
in Michigan for production of its 
new material, Styraloy, which 
in its properties is a cross be- 
tween wood, metal and rubber, 
and with minor processing can be 
adapted to a wide range of in- 
dustrial uses, including insula- 
tion and floor covering. Intense 
postwar development in the field 
of plastics promises expanding 
demand for the primary syn- 
thetic materials essential to this 
industry. While large-scale com- 
petition may tend to hold down 
profit margins, Dow’s technologi- 
cal resources and_ established 
trade position will prove advan- 
tageous. The long sustained earn- 
ing power of the company has 
been mainly achieved through 
production of chemicals rather 
than of magnesium, although 
given time, the latter eventually 
may greatly exceed its prewar 
importance as a revenue _ pro- 
ducer. In short, growth poten- 
tials in many directions are out- 
standing; resultant profit poten- 
tials aided by wider earnings 
margins and relief from EPT 
should materially enhance the 
outlook for the common stock. 


Dow Chemical common, of 
course, shares in the popular es- 
teem for issues in this particular 
industrial group by reason of its 
record of growth and stability 
of income and dividends. As a re- 
sult, shares of chemical compan- 
les are usually high-priced; Dow 
common sells currently around 
134 or 21 times 1944 earnings. 
Thus by reason of price alone, 
they hold no particular attraction 
for the average investor; yet 
they can be a source of very con- 
siderable investment gains. “Blue 
chips” of this type often have 
considerable volatility, and Dow 
common is no exception. While 
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NOTE—From time to time, in this space, 
there will appear an article which we hope 
will be of interest to our fellow Americans. 
This is number sixty-three of a series. 
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One Candle 





This perpendicular towerlet of type 


this column—is one year old this 


‘week. Were it not for the fact that so 


readers thousands of 


kind 


them. to state it accurately 


many 
have 
apparently found something in it that 
is useful. we might be inclined to ask 
ourselves the question, “Well, what 


of it?” or—*So what?” 


But we're quite happy about the 
whole thing. You know, really, this 
is a friendly business we're in. It’s a 
business. we think, that contributes to 
gracious living, and. particularly. in 
times of stress and strife, to relaxa- 
tion. Oh, yes, to be sure, it undoubted- 
ly has its abuses—and its abusers. too. 
But most of us will agree that many 
of the good things in life are both 
used and 


judiciously injudiciously 


abused. Hasn't it always been so? 


Well. anyway, thank you — you 
many friends who have encouraged 
us to continue this little series. We're 
starting on our second year. Stay with 
us, won't you? Continue to tell us 
when you like our efforts and help us. 


too, with your constructive criticism. 


MARK MERIT 


OF SCHENLEY DIsTILLERS Corp. 


FREE—Send a postcard or letter to Schenley 
Distillers Corp., 350 Fifth Ave. N. Y. 1, 
Noes 


taining reprints of earlier articles on various 


and you will receive a booklet con- 


subjects in this series. 
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price movements are mainly in 
sympathy with general market 
swings, they emphasize the en- 
hancement potentials inherent in 
proper timing. Dow common 
for instance has established a 
price range of from 30 to 50 
points in most of the past seven 
years, equalling from 10 to al- 
most 17 years of dividends at 
the current’ established rate. 
While the present price has been 
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exceeded in each of these years, 
except in 1944, there also have 
been much lower quotations. This 
is not to imply that history will 
repeat itself indefinitely, but 
rather to suggest that “blue 
chips,” too, carry noteworthy en- 
hancement potentials. A _ price- 
earnings ratio of 21 seems fairly 
liberal in the absence of any 
probable near-term improvement 
in the dividend yield, now only 


THE MAGAZINE OF WALL STREET © 


2.2%. On yield alone, the stock 
has no appeal. 

While current earnings might 
justify more liberal treatment 
of stockholders, the uncertain- 
ties of the approaching transition 
period and substantial capital re- 
quirements suggest continued 
conservative dividend policies. 
From a long range speculative 
viewpoint, the present price of 
the common appears to have 
rather amply discounted foresee- 
able potentials, but the enthusi- 
astic management may succeed 
in its postwar activities to an 
extent which few can realize at 
the moment. 





Re-Appraising Economic 
Outlook After V-E Day 


(Continued from page 10) 
that companies holding refund 
bonds (limited to 10% of EPT 
paid) may cash part of them 
during the war to help meet re- 
conversion expenses. Under pres- 
ent rules, these bonds could not 
be converted into cash until after 
the end of the global conflict. Fur- 
ther Administration - sponsored 
changes would provide modifica- 
tion of the carry-back provision 
so that its benefits would be 
available immediately, in other 
words would be applied against 
current rather than the following 
year’s tax liabilities. More liberal 
depreciation allowances are also 
talked of, primarily for the bene- 
fit of small business. But so far, 
no rate reductions have been in- 
cluded in the recommendations 
of administration tax experts 
though the question will no doubt 
come up in due time. This was 
assured by Republican sponsor- 
ship of legislation which would 
eut rates as the war tapers oft. 
First, EPT would be reduced from 
95% to 60% at the end of the 
German war. With 





termination | 





of the Pacific war, EPT would be | 


repealed and individual income | 


tax rates reduced by 20% all the | 


way across the income scale. For | 


the moment, however, prospects 
of sizable rate reductions appear 
rather slim. 

Foremost perhaps, the recon- 
version blueprint outlined in the 
Byrnes report indicates that some 
headway is being made in regard 
to establishment of basic cutback 





and reconversion policies; but it | 


is also clear that much pre-con- 
version planning remains to be 
(Please turn to page 48) 
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THE CHESAPEAKE & OHIO RAILWAY COMPANY 


OPERATIONS DURING 1944 


In 1944, as in 1943, the operations of the C & O were 
linked closely with the prosecution of the war. 


All demands of the government for transportation were 
met—where, when and under the conditions requested, in- 
cluding the movement of large numbers of troops, prisoners 
of war, great quantities of military matériel, ammunition 
and supplies, and hospitalized veterans returning from the 
fronts. 


The greatest volume contribution of the C & O to the con- 
duct of the war was its principal peacetime function — the 
moving of coal from mine to destination. 

In 1944, every mine on the C & O lines was able to ship 
its product the day it was brought above ground. No mine- 
worker lost a single day’s work for lack of a C & O car to 
take his output. 


REVENUE AND PROFIT 


Most of the railroads, in 1944, had a year of greater traffic 
volume, larger operating revenues—and lower profits. C & O 
operating revenues were up 3.85 per cent over 1943. At the 
same time, operating expenses increased 18.97 per cent, 
chiefly because of added costs of handling the increased vol- 
ume of traffic, higher cost of labor and materials, and in- 
creased amortization charges. As a result, net income after 
taxes was off 12.81 per cent (as compared with a general 
average decline in net income after taxes for all Class I 
roads of 24 per cent). 

Major factors affecting 1944 earnings and che earnings 
outlook for 1945 are outside the C & O’s control. Others flow 
directly from the war, and the dense traffic volume resulting 
from it. 

Labor costs alone last year were almost $10 million more 
than in 1943. Price increases in materials, fuel and supplies 


were substantial. Retirements, depreciation and amortiza- 
tion charges on new equipment, and road improvements made 
to enable the C & O to meet the war demands put upon it, 
increased $4,005,402—and will increase further in 1945. 

Yet there is no compensating rise in the price of the trans- 
portation sold. The ICC suspended freight rate increases, 
which it had previously authorized and, over the protest of 
the carriers, ordered the continuance of this rate suspension 
until January 1, 1946. 

Taxes will take almost two-thirds of every dollar of net 
income earned before taxes in 1944. The excess profits tax 
will take 95 cents out of every net income dollar in excess 
profits tax brackets (subject to a 10-per-cent pestwar 
credit). 


RESEARCH AND DEVELOPMENT 


C & O’s management believes that one of its obligations is 
to take aggressive steps to meet the intensified postwar com- 
petition by contributing to the development of improved and 
more efficient technology, designs and methods. It has ex- 
panded the scope of its technological research and develop- 
ment program, and will put into operation the world’s first 
coal-burning, steam-turbine-powered, electrically driven 
locomotives. Chesapeake & Ohio believes these locomotives 
constitute a distinct improvement both in technology ancl 
economy of maintenance over all existing types of steam 
and Diesel road locomotives. Exceptionally well suited to 
hauling fast troop trains, these locomotives of revolution- 
ary design, will ultimately power a new C & O streamlined 
passenger train, to be built when materials become available. 

Because of their tremendous war accomplishments, the 
railroads deserve well of the American people and of their 
legislative representatives—to the end that they may con- 
tribute as mightily to the realization of a strong postwar 
economy as they are doing to the successful prosecution of 
the war. 
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| 

Increase or - | 

1944 1943 Decrease I n B F 1 € f | 

Our income came from the following sources: 1944 1943 1942 | 
Revenues from hauiing coal and coxe a be a aes ne a 
"Cet CRRA BEE NED Sato tp REE $114,460,373 Operating Revenues ==. ae 209 182 

Revenues from hauling other freight 64,667,766 (MILLIONS OF DOLLARS ) } 
Revenues from carrying passenger: 23,506,847 21,669,414 Operating Expenses... 137 115 95 

Other transportation revenues...... 8,152,689 7,714,982 (MILLIONS OF DOLLARS) 

Rent from equipment used by oth . : aC¢ 2 > 5C 
amounts paid to others.... 6,117,586 6,059,731 57,855—I Operating Ratio agai 63.2% 55.2% 52.5% 
Dividends from stocks owne: ee es 989,141 849,084 140,057—I Net Operating } 
Other income irom non-ra:lroad operations 978,224 1,046,360 68,136—D Revenues ................ : 80 93 86 | 

Total $224,621,199 $216,467,710 $ 8,153,489—I (MILLIONS OF DOLLARS) | 
SS oa P fp eee es 51 61 50 
We disposed of our income as follows: (MILLIONS OF DOLLARS) 
Wages “2 us $ 20,618,715 $ 70,754,903 - = : : 
Materials, supplies, and fuel aie 27,668,892 22,318,293 Net Taeome See a ai > 31 od 
Railway tax accruals, other than federal AESELEIONS OF DOLLARS ) 
income and excess profits taX..............- 12,316,760 11,634,007 Dividends .................. ‘ 27 27 27 
Payments to contractors, associations, (MILLIONS OF DOLLARS) 
other companies, and individuals for y Milas 7075 a7 <, > = 
SErViCeS ANd EXPENSES............ccccececeseeeeereece 5,830,716 3,647,584 Re mes Ton Miles....... 28,743 27,5 18 25,556 
Rentais and expenses pzid for facilities Q ONS) 
used jointly with others, less amounts Revenue Per 
received from others .. 4,552,104 4,071,803 ROGER i iccercscscss 0.64 0.65 0.64 
Interest on Funded Debt 9,053,857 7,296,452 (CENTS) 
Other interest ..... 4,910 51,639 gee } 
Depreciation, amortization, and retire- NW ASCO oa occa ope secse ces 81 71 60 | 
ments ---  20.396,060 16,390,658 4,005,402—T (MILLIONS OF DOLLARS) 
Total $158,442,014 $136,165,539 $22,276,670—I Earnings Per 
Net income before federal income and Common Share........ S37 4.04 4.25 
@meess Prehte Canwee: ccc $ 66,179,185 $ 80,302,371 $14,123,186—D (DOLLARS) 
Federal income and excess prolits taxes.... 38.838.190 48,943,691 10.105.501— D Taxes Per 
Net Income . $ 27,340,995 $ 31,358,680 $ 4,017,685—D Common Share ........ 6.69 7.92 6.53 
. me (DOLLARS ) 
Disposition of the Net Income was as follows: Pe 
inde Sadek Dividends Per 
Appropriations for Sinking and other 5 i | 
eeerve Bunds ..:...cccccacncncc $ 501,715 $ 506,548 $ 4,833—D Common Share ........ 3.50 3.50 3.50 
Dividends paid on Preference Stock, (DOLLARS ) 
. ox cal ‘ Sirs sae 457,581 457,581—D Times Fixed 
Jividends paid on Common Stock............-. 26,800,739 26,800,739 == cecescsesnee . . > 59> = 
Balance remaining for other corporate Charges Earned ...... 4.84 5.24 5.11 
purposes 38,541 3,593,812 8,555,271—D 
The above are summary excerpts from our current Annual Report. Any stockholder failing to reccive 
a copy of the Report will be furnisied one on request to tie Secretary, Terminal Tower, Cleveland, O. 
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“Steel snapshots” help put 


B-29’s over Tokio 


At the Boeing Airplane Company, 
templates or actual-size “patterns” 
for Superfortress parts are photo- 
graphed with a big six-ton camera. 
The negatives are projected on ARMCO 
Galvanized PatinTGrIP steel sheets, 
which have been coated with a photo- 
graphic emulsion. 

Then the great sheets are developed 
exactly like your snapshots to make 
accurate template “copies.” They 
guarantee pin-point accuracy. Parts 
made by Boeing subcontractors all 
over the country are interchangeable 
on all B-29’s. 


CONSIDER FOR YOUR PRODUCTS 
Wherever your own post-war prod- 
ucts require the double protection and 
beauty of paint on galvanized steel, 








Armco ParnteriP willsave youtime | 
and money and give you more salable 
products. This steel has a full-weight 
zinc coating that can be painted im- 
mediately. The mill-Bonderized sur- 
face holds paint firmly. Paint lasts 
several times longer on PAINTGRIP 
than on plain galvanized steel. The 
American Rolling Mill Company, 271 
Curtis Street, Middletown, Ohio. 





Special 
purpose 
sheet 
steels 


for TOMORROW’S PRODUCTS 














HELP FINISH THE FIGHT—WITH WAR BONDS 
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done. Unless the latter is com- 
pleted soon, the change-over of 
large industries may be delayed; 
besides, some important cues are 
still missing. 

These have to do with the sim- 
plification of the War Property 
Act, with the speeding up of con- 
tract settlements, with flexible 
cutback planning should the war 
in the Pacific move more swiftly 
than at present. 

Also nothing specific has been 
said about reconversion pricing 
policies, a most important sub- 
ject. The Byrnes report says that 
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such a policy has been established 
but fails to list its specific pre- 
cepts. Businessmen feel that if 
this policy represents a mere con- 
tinuation of present OPA price 
relief standards, profit incentives 
will be largely inadequate in civ- 
ilian industries. All these ques- 
tions have an important bearing 
on reconversion, especially the 
last named which may important- 
ly govern transitional earnings 
potentials. 

On the whole, however, the pro- 
gram is probably as sound and 
conservative an approach as 


could be taken at this juncture; 
it remains to be seen whether 
pressure groups will permit it to 
be placed in effect without drastic 
change. Taking war production 
cutback and reconversion plans 
together, it should be feasible to 
maintain a high level of total pro- 
duction throughout the current 
year, this particularly if price 
ceilings are applied so as to offer 
a minimum of resistance to the 
expansion of civilian goods man- 
ufacture. 

Some decline in aggregate cor- 
porate earnings is inevitable dur- 
ing the transitional phase and it 
is doubtful whether proposed tax 
changes may materially alter this 
prospect. However, the drop in 
profits should be relatively mod- 
erate, chiefly at the expense of 
corporate taxes paid. Such com- 
panies in a position to reconvert 
quickly may well show an earn- 
ings increase. Among them may 
be particularly essential civilian 
industries as cited earlier in this 
article, as well as others which 
are difficult to identify at this 
time in view of the imponderables 
inherent in the entire reconver- 
sion program. 





Inventories of 
Individual Companies 





(Continued from page 33) 


appear quite conservative. In 
some cases, however, the picture 
changes radically if we compare 
inventories with net current as- 
sets. Inventories of Consolidated 
Vultee and Curtiss Wright, for 
instances, far exceed net current 
assets and in somewhat lesser 
degree this is true of Glenn L. 
Martin and North American Avi- 
ation. It signifies a far greater 
potential danger from shrinkage 
of inventory values than in the 
case of companies where net cur- 
rent assets are comfortably in 
excess of inventories. 

In the automotive field, too, in- 
ventory ratios to currents assets 
are on the whole conservative and 
generally considerably under the 
prewar norm of 35% to 40%. 
However, the picture again 
changes when viewed against net 
current assets. Here, Bendix Avi- 
ation stands out with inventories 
of $91 million against net current 
assets of only $41 million, no 
doubt due in large measure to 
the company’s close relationship 
to the aircraft manufacturing 
field. Elsewhere, ratios are far 

(Please turn to page 50) 
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NICKEL Rate Roap 


The New York, Chicago and St. Louis Railroad Company 


URING 1944, the heaviest demands in history were 

made on the nation’s railroads for both freight and 
passenger traffic. In contributing its share to the hauling 
of this load, the passenger, mail and express services of the 
Nickel Plate rose to all-time highs. 


FINANCIAL EXPERIENCE, Operating revenues of the Nickel 
Plate for 1944 were slightly above the previous peak in 
1943—$100,458,548 against $100,093,565. Operating ex- 
penses, however, were 11.05 per cent higher—due largely to 
higher wages, increased prices of materials and supplies 
and additional maintenance work undertaken. 

Taxes amounted to $23,173,015—12.77 per cent less than 
in 1943. Accrued taxes for the past three years, however, 
have amourted to $72,600,000 — a sum approximately 25 
per cent of the operating revenues for that period. 

Net income for 1944 was $7,225,924 — compared with 
$9,188,026 in 1943—a decrease of 21.35 per cent. 


1944 DEBT REDUCTION AND REFINANCING. During the year, 
two important financial transactions resulted in the elimina- 
tion of the Company’s 1947 and 1950 maturities and the 
reestablishment of its credit. The first of these was the sale 
of a $10 million five-year collateral note under competitive 
bidding at an interest rate of 1.745 per cent per annum. The 
proceeds, together with treasury cash, were applied to the 
retirement of $15,188.000 of Nickel Plate First Mortgage 
8% per cent bonds. This transaction improved the lien posi- 
tion of the Refunding Mortgage and enabled the Company 
to sell at competitive bidding $42,000,000 of Thirty-Year 
Refunding Mortgage 3% per cent Bonds at 100.529. Ap- 
proximately one-half of the new Bonds will be retired in 
advance of the maturity date through the operation of a 
sinking fund. The proceeds of these bonds, together with 
treasury cash, were applied to the retirement of the $10,000,- 


000 collateral note, $26,058,000 Refunding Mortgage 514 
per cent Bonds, Series A, due April 1, 1974, and $6,500,000 
Toledo, St. Louis and Western Railroad Company First 
Mortgage 4 per cent bonds due April 1, 1950. Because these 
transactions were not completed until after the end of 1944, 
they are not reflected in the financial statements for the 
year 1944. 

The Company’s mortgage debt now consists of a single 
Refunding Mortgage which is a first lien on all the Com- 
pany’s 1,659 miles of road owned and other property. There 
are now outstanding under this mortgage the new bonds 
and $59,875,000 of 41% per cent Bonds due in 1978. Total 
debt, including equipment obligations, has been reduced to 
$118,553,917, a net reduction since 1956 of $41,789,984, or 
26 per cent. 

Compared with 1936 fixed charges of $7,502,000, annual 
fixed charges at the completion of the refunding operations 
above described will be approximately $4,660,000. The 412 
per cent Bonds of 1978 are callable at 102 and it is expected 
that plans for refunding them at a lower interest rate may 
be developed in the near future. 

A total of approximately $8,600,000 in cash from the Com- 
pany’s treasury has been used or deposited for payment of the 
bonds and note and interest thereon to the redemption dates. 


LOOKING TO THE FUTURE. The Company has expended from 
treasury funds more than $6,000,000 on road improvements 
since the beginning of 1941. At the close of the year 1944 
the Company’s property was in good serviceable condition. 
The improvement program included the rebuilding and 
strengthening of bridges and the enlargement of engine re- 
pair facilities to make possible the operation over all of the 
lien heavy traffic lines of the heavy freight locomo- 
tives acquired in recent years. The program has also in- 
cluded the installation of centralized traffic control at certain 
strategic points on the line, the construction 

and lengthening of passing sidings and yard 
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tracks at various locations, and the construc- 
tion of a complete west-bound classification 
yard at Frankfort, Indiana. 





1944 1943 
Our income came from the following sources: 
Revenues from hauling merchandise freight $ 86,450,580.99 





$ " peng ody - 





In addition to the road improvements, the 
Company has expended $20,713,732 since the 
beginning of 1941 for the following new 
equipment: 55 fr eight locomotives, 10 Diesel 
switching engines, 3,543 freight cars, and 


Increase or 
Decrease 


571,626.40—D 








Rev s from hauli al and coke freight 7,470,402. 482,489.31—D , : : 
Semis kas Gave aheumee,...... Met ype ye "89: 269,325.52 —I other miscellaneous anaes ald of which 
Other transportation revenues... 1,876,347.28 1,726,573.90 $60,778.38 had been received and placed in operation at 
Dividends from stocks owned......... 900,739.60 1,193,924.60 293,185.00— h n y ; tot se 
Other income from non-railroad operations 507,940.08 516,625.06 8,684.98—D psc Rego] fm pam oe Beno 
Total $101,867,228.13 $101,804,114.92 $ 63,113.21—I sh aha quip g ‘ 








We disposed of our income as follows: 
Wages 
Materials, supplies and fuel... 
Railway tax accruals other tha 

come and excess profits taxes..... 
Payments to contractors, associations, other 
companies and individuals for services 
and expenses 
Rent for equipment of others used by us, 
less amounts received from others.......... 
Rentals and expenses paid for facilities 
used jointly with others, less amounts 
received from others. 
Interest on Funded Debt 
Other interest 
Depreciation, amortization and retirements 





















$ 36,401,487.16 


$ 33,742,561.80 


14,363,951.59 12,656,797.03 











Total $ 








Net income before Federal income and 
excess profits taxes 
Federal income and excess profits taxes...... 








Net Income $ 





4,434,015.20 4,064,020.19 

3,515,263.71 3,072,117.67 443,146.04—I 

1,768,678.74 5,100,310.34 331,631.60—D 

1,237,451.18 977,814.45 259,636.73—I 

5,280,371.73 5,587,098.32 hy 

18,599.86 5,682.31 2,917.55 

5, 882,485.01 4,909,687.29 972,797.72—I 
75,902,304.18 $ 70,116,089.40 $5,786,214.78—I 
25,964,923.95 31,688,025.52  5,728,101.57—D 
18,739,000.00 22,500,000.00  3,761,000.00—D 
7,225,923.95 52 $1,962,101.57—D 





$ 9,188,025. 


Dis position of the Net Income was as follows: 


Appropriations for Sinking and 


Other 
Reserve Funds $ 





$ 98,852.50 $  98,852.50—D 





Balance remaining for other corporate 
purposes 





7,225,923.95 $ 9,089,173.02 $1,863,249.07—D 


The above are summary excerpts from our current Annual Report. 
a copy of the Report will be furnished one on request to the Secretary, Terminal Tower, Cleveland, O. 


APRIL 14, 1945 


were outstanding as of December 31, 1944; 
the difference of approximately $8,0: 32,722 
was supplied from the Company’s treasury. 
In addition, the Company had on order at 
that time for 1945 delivery, 500 freight cars, 
5 baggage cars, and two 250-ton wrecking 
derricks, which are estimated to cost approx- 
imately $2,030,000. 

These additions and improvements have 
been an important factor in making possible 
the transportation of a record vclume of 
traffic over the Nickel Plate during the war. 


Along with its vigorous prosecution of 
measures designed to help win the war, the 
Company has been preparing to deal effec- 
tively with the many problems that will con- 
front the road after the war. Among the 
objectives are freight and passenger services 
surpassing in excellence those prevailing be- 
fore the war. Substantial cash expenditures 
for both maintenance and improvements will 
be required during the next few years to 
bring the railroad up to the desired standard. 


Any stockholder failing to receive 
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PERE 
MARQUETTE 


Pere Marquette Railway Company 


A dividend of $1.25 per shareon PRIOR PREFERENCE 
STOCK will be paid May 1, 1945, to stockholders of 
record at the close of business April 5, 1945, in payment 
of the accumulated dividend on said stock at the rate of 


5% per annum from November 1, 1937, to January 31, 
1938, inclusive. Transfer books will not close. 





H. F. Lohmeyer, Secretary 














more comfortable throughout. 
This is true especially of Chrys- 
ler, General Motors, Nash-Kelvi- 
nator, and in lesser degree of 
Packard, Studebaker and Thomp- 
son Products. While the inven- 
tory problem — from the stand- 
point of involvement in war pro- 
duction —in the automotive in- 
dustry may be only little less 
severe than in the aircraft in- 
dustry, there appears neverthe- 
less far more “cushion” in the 
former to protect against un- 
pleasant surprises. 


Elsewhere in the statistical 
table, we find fairly satisfactory, 
even excellent ratios in the ma- 
jority of instances cited. The 
chemical industry appears well 
protected by quite conservative 
ratios. In the electrical industry, 
General Electric surprisingly 
stands out with inventories of 
$228 million as against net cur- 
rent assets of $196 million. How- 
ever, since many of its war-time 
products are akin to peace-time 
output, and the bulk of inven- 
tories will be usable for postwar 
production, the _ position can 
hardly be viewed as a portent 
of difficulties. On the contrary, 
it may well be a distinct advan- 
tage, depending however on the 
type of inventories held. 

In the machinery field, ratios 
on the whole are fairly tight but 
not unduly so considering the 
type of production and the proba- 
bility that inventories can be 
used for peace-time output. Ra- 
tios in the steel industry are 
conservative; any inventory prob- 
lem naturally could only arise 
here from price declines of raw 
materials rather than from ques- 
tionable salability. In large de- 
gree the same applies to the 
rubber industry; with postwar 
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demand expected to run high for 
quite some time ahead, heavy in- 
ventories in this instance prom- 
ises to be an advantage rather 
than otherwise, at least insofar 
as inventories have to do with 
tire and rubber goods production. 
Tighter ratios, on the other hand, 
are the rule in the railroad 
equipment industry, especially in 
relation to net current assets, 
but since output for some time 
has been largely along regular 
lines, this should pose no serious 
problems. 

Whatever the variations, the 
basic fact remains that the in- 
ventory situation today is quite 
different from that of 1919-1920. 
The value of most war inventor- 
ies is largely underwritten by the 
Government under the Contract 
Settlement Act of 1944. Given 
prompt settlement of terminated 
contracts — some estimate that 
only four months may be re- 
quired on an average to liqui- 
date contracts — even companies 
where inventories bulk large 
should not encounter serious dif- 
ficulties. At worst, where inven- 
tory ratios are tight, there may 
be need for temporary financing, 
such as recourse to VT-loans, but 
on the whole, the “loss poten- 
tials” inherent in wartime in- 
ventories should be small. They 
may well be larger among re- 
tailers or non-durable goods in- 
dustries mainly catering to ci- 
vilian demands, where inventor- 
ies may contain a certain percen- 
tage of “emergency goods” that 
may be difficult to sell once bet- 
ter-quality merchandise is again 
available. Most companies how- 
ever thave created adequate re- 
serves against inventory loss 
where such Joss is likely. More- 
over, current practice of inven- 
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tory valuation makes for under- 
stating rather than overstating 
of book values of free inventor- 
ies (as distinct from war inven- 
tories). 

While the inventory problem 
calls for serious attention, it 
seems unlikely that it will ever — 
in the great majority of cases 
— become such as to threaten 
security values as it has fre- 
quently done in the past. The 
problem might be intensified by 
a serious price decline after the 
war, not now foreseen, but on 
the whole its solution is not 
likely to hold the terrors which 
not so long ago were widely iden- 
tified with it. 





Glass—An Old Industry 
Entering A New Age 





(Continued from page 31) 
from the fact that in 1937—a 
good prewar building year — 
about 617,000,000 square feet of 
window glass were used, not 
counting the large amount of 
light plate glass also set in win- 
dow frames. 

The war cut short an extensive 
plan for store front moderniza- 
tion which called for display 
areas of greater than previous 
size and “all glass” doors which 
would make any store front prac- 
tically one large window. The 
program has only been deferred. 
Both of the largest plate glass 
manufacturers have extensive 
postwar plans for storefront 
work which naturally include 
more glass than ever before. 
Thus, between the expected high 
rate of postwar auto production 
and the anticipated boom in con- 
struction for after the war, the 
flat glass industry anticipates 
new sales peaks in the years to 
come. 

The largest flat glass producer 
is Pittsburgh Plate Glass Com- 
pany. Its activities are broadly 
divided into glass, paints, chem- 
icals and brushes. The glass di- 
vision provides about 50% of the 
total sales while about 85% of 
the plate glass sold goes to the 
automotive industry. Glass prod- 
ucts include “Duplate’ safety 
glass, a required automobile 
glass in many states, “Carrara” 
structural glass, ‘“Pennernon” 
window glass, a material with 
special qualities, glass construc- 
tion blocks, optical and ophthal- 
mic glass, mirrors and “foam- 
glass’ a new cellular product 
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used for insulation and for in- 
dustrial purposes. 

The paint and varnish division 
is second in importance. The 
products consist of a full line of 
paints, varnishes, removers, lin- 
seed oil and insecticides mar- 
keted under several well adver- 
tised trade names such as “Wall- 
hide,” ‘Floorhide,” ‘“Sunproof” 
and “‘Waterspar.” 

The chemical division, which 
currently ranks third in sales 
importance, is a large producer 
of alkalis including soda-ash, cal- 
cium-chloride, caustic-soda and 
portland cement. The cement 
business is relatively unimpor- 
tant but the chemical division 
has definite longer term possibil- 
ities. The brush business is 
rather small as is the new plas- 
tics product activity which was 
developed mostly for war pur- 
poses. 

In common with the experience 
of the entire glass industry, 
Pittsburgh Plate Glass Com- 
pany’s sales fell off in 1942 be- 
cause of the end of active build- 
ing and shortages in some raw 
materials. The management has, 
however, been successful in re- 
placing lost business with war 
orders. As a result, 1943 sales 
were higher than in 1941 and 
have since reached new record 
levels. Judging from 1944 earn- 
ings, even the 1943 record has 
been surpassed in the more re- 
cent year. 

Pittsburgh Plate Glass Com- 
pany is one of the most firmly 
entrenched corporations in the 
glass industry. Its financial po- 
sition is of the highest with cash 
items alone usually well in excess 
of total current liabilities. Work- 
ing capital of $57 million at the 
1944 year end was at a new high 
and more adequate for the com- 
pany’s needs. 

Earnings have fluctuated with 
conditions in the automotive and 
building industries but dividends 
have been paid in varying 
amounts since 1900. The only 
capital obligation of the company 


| is 2,208,723 shares of $25 par 


value common upon which $4.25 

a share was paid in 1944, 
Libbey-Owens-Ford Glass 

Company ranks about third in 


| size in the glass industry but is 


second only to Pittsburgh Plate 


| Glass Co. as a producer of flat 
_ glass. The automotive industry 


accounts for about 60% of nor- 
mal sales. The company has a 
(Please turn to page 52) 
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POWER TO WIN 


Continental Red Seal Engines of all types 
and sizes continue to pour out of 
Continental factories at an unbelievable 
pace because of the great demand for 
dependable power. 


a 





These Red Seal Engines are air-cooled 
and liquid cooled, radials, L-head, or op- 
° posed, and range from single cylinder 
to twelve cylinder — from 5/g H.P. to 
2000 H.P. 

The uses for Continental Red Seal Power 
—the Power to Win — are many and 
are important contributions to America 
and the United Nations. 


[ontinental Motors [orporation 
MUSKEGON. MICHIGAN 





Your Dollars 
are Power, Too! 





Awarded to the Buy War Bonds 
Detroit and Muskegon and Keep Them! 
Plants of 


Continental Motors 
Corporation for 
High Achievement 
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contract to supply General Mo- 
tors with all of its glass require- 
ments through 1945. Besides 
plate glass, the company also 
makes window glass. In this par- 
ticular field it is reputed to be 
the industry’s leader. Plants are 
located close to adequate sup- 
plies of raw materials and fuel. 
Other products include _ struc- 
tural and insulating glass, mir- 
rors, “Plexiglass,” a waterwhite, 
transparent plastic and paint and 
varnish materials. 

Libbey-Owens-Ford customar- 
ily maintains a strong financial 
position with cash items always 
well in excess of total current 
liabilities. Despite the fact that 
the management has been liberal 
in the matter of dividends, plant 
expansions have usually been ac- 
complished with ‘only small re- 
course to outside financing. Earn- 
ings have not, however, been 
very substantial on a per share 
basis during war years but this 
has been the result of the man- 
agement’s desire to do its war 
work at a minimum of profit. So 
well has this policy succeeded 
that neither 1942 nor 1943 earn- 
ings were subject to renegotia- 
tion, nor is it likely that 1944 
results will be renegotiated de- 
spite the substantial increase in 
net income available for the com- 
mon stock last year. On basis of 
past performance, it can be ex- 
pected that the bulk of 1944 net 
will be distributed to stockhold- 
ers this year; thus presaging 
some increase in the $2.00 rate 
disbursed in 1944. 


It will be noted from the ap- 
pended table that the shares of 
the various glass companies sell 
on a comparatively high price- 
earnings ratio. Such high ap- 
praisal of their value and poten- 
tials seems warranted by the na- 
ture of the business, the finan- 
cial strength of most of the com- 
panies, their excellent past rec- 
ord and the very definite growth 
potentials in the postwar era. In 
the past, glass company shares 
had relatively little speculative 
appeal. Sales and earnings nor- 
mally were rather stable, hence 
price fluctuations narrower than 
for the market generally. This, 
together with steady and gener- 
ous dividends gave the majority 
semi-investment characteristics. 


But apart from this, and their 
future potentials, they possess 
other attractive attributes, ad- 
vantages which should be espe- 
cially desirable at this time. The 
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industry fills a basic need, with 
excellent expansion prospects. 
Among company assets, there are 
important raw material deposits 
such as silica sand, limestone and 
alkali properties which should af- 
ford a measure of anti-inflation 
protection. In part at least, these 
advantages should balance the 
low-yield factor. While fairly 
high-priced, most of the glass 
company shares should have ad- 
ditional appreciation possibilities 
as realization of future poten- 
tials becomes a more immediate 
prospect. This may take some 
time but should be importantly 
aided by tax relief. 





Kaiser Tilts With 
“Big Steel’’ 





(Continued from page 15) 


In this endeavor, the biggest 
hurdle again are freight rates. 
Of the two western plants, Ge- 
neva is clearly the point of great- 
est economy in assembling raw 
materials for steel production. 
But being located 800 miles from 
the West Coast, this advantage 
is offset by current high freight 
rates to the Coast market for 
finished products, ranging any- 
where from $8 to $13 per ton 
compared with water rates from 
eastern points of about $11 to 
$14 per ton. Clearly, the margin 
for successful competition is rela- 
tively narrow. Fontana has the 
advantage of much lower freight 
rates for finished products from 
plant to the Los Angeles indus- 
trial market; they come to no 
more than about $1.50 per ton. 
But in respect to other Coast 
markets, it is hardly more fa- 
vorably situated than Geneva 
which is about equidistant from 
the West Coast’s three principal 
industrial areas. On basis of to- 
day’s freight rates, Geneva would 
have to obtain low-cost rates for 
shipment of finished products to 
the Coast (Fontana for shipment 
to the Pacific Northwest), if they 
want to be assured of effective 
competition with Eastern steel. 
Under really severe competitive 
conditions, the relatively modest 
freight advantage they now en- 
joy, due to the shorter haul, may 
be greatly shaved, perhaps elimi- 
nated, depending on how much 
“cushion” exists in the water 
rate structure by Eastern ship- 
pers. On the whole, Geneva oper- 
ates cheaper than Fontana but 
the advantages or disadvantages 


as to western freight rates vary 
with the delivery points over the 
western area. 


As to markets, recent fairly 
conservative surveys point to 
existence of adequate market po- 
tentials for the new steel plants, 
provided they are properly adapt- 
ed to the areas postwar needs. 
There are three types of steel 
consumed in quantity but not 
produced in adequate volume in 
the West; they are tin plate for 
the canning industries, tubular 
steel products for the oil and 
natural gas industry, and light 
sheets and strip steel for manu- 
facturing industries. But the 
most extensive potential market 
may well arise from the substi- 
tution of products fabricated in 
the West for those now made in 
eastern manufacturing centers. 
The western market is already 
big enough to support manufac- 
turing units of economical size 
for a wide variety of products 
made from steel. The availability 
of suitable semi-finished steel at 
prices comparable with eastern 
prices should remove one of the 
main obstacles to growth of this 
important segment of western 
industry. 

A further growth factor, and 
promising market potentials for 
the western steel plants, are seen 
in expansion of foreign trade to 
Pacific areas. These plants will 
be in a strategic position to sup- 
ply part of the postwar steel 
needs of China and other trans- 
pacific countries. 

While some quarters are in- 
clined to view the new western 
steel plants as some sort of a 
pawn in the competitive strug- 
gle between East and West, they 
are indubitably much more than 
that. For the West, they consti- 
tute important assets which 
properly used can_ contribute 
greatly to its progressive devel- 
opment. This explains the un- 
doubted interest of Eastern steel 
producers in West Coast plants 
and West Coast markets. It 
would be unrealistic to think that 
they will let them get away from 
them without a fight, and in this 
fight they hold important cards. 
This once again brings us back 
to our initial question: Who will 
run the western steel plants? In 
repeating it, we take it for 
granted that they will continue 
to operate after the war; political 
and regional pressure that they 
shall have a peace-time lease on 

(Please turn to page 54) 
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World’s record for steel making. For the 
fourth yearina row, U.S.Steel has broken 
the world’s record forsteel making. Itssteel 
production in 1944 was boosted to 30,808,- 
000 tons. This was the largest tonnage in 
any year of U.S. Steel’s history. 

















1942 


1941 1943 1944 
Average weekly earnings of wage earners 


in 1944 were $54.37, an increase of 53% 
over 1941. There was no increase during 
this period in the rate of dividends paid 
stockholders for supplying an average of 
$5,500 of tools or facilities per worker. 





It is significant that U.S.Steel through the 
combined efforts of workers and manage- 
ment is producing the largest volume in its 
history but operating at the lowest profit 
of any large production year. 


UNITED 
STATES 
STEEL 


AMERICAN BRIDGE COMPANY 
AMERICAN STEEL & WIRE COMPANY 

ond CYCLONE FENCE DIVISION 
CARNEGIE-ILLINOIS STEEL CORPORATION 
COLUMBIA STEEL COMPANY 
FEDERAL SHIPBUILDING & DRY DOCK CO. 
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H. C. FRICK COKE COMPANY 
GENEVA STEEL COMPANY 
GERRARD STEEL STRAPPING CO. 
GUNNISON HOMES, INC. 
MICHIGAN LIMESTONE AND 
CHEMICAL COMPANY 
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14,400 war veterans hired. Educational and 
training programs for returned veterans 
are under way. Training and upgrading of 
men are part of Steel’s policy. Men are 


promoted to better jobs as fast as they 
can learn and demonstrate their ability. 
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How much profit in wartime? 1941 -1944 
prices of major steel products were sub- 
stantially those imposed by Government 
price ceilings established in 1941. Sales in- 
creased $460 million, but profits dropped 
$55 million since 1941. The 1944 return on 
investment was 3.8%. 
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NATIONAL TUBE COMPANY 
OIL WELL SUPPLY COMPANY 
OLIVER IRON MINING COMPANY 
PITTSBURGH LIMESTONE CORPORATION 
TENNESSEE COAL, IRON & 

RAILROAD COMPANY 


VIRGINIA BRIDGE COMPANY 


i 


UNITED STATES COAL & COKE COMPANY 
UNITED STATES STEEL EXPORT COMPANY 
UNITED STATES STEEL PRODUCTS COMPANY 
UNITED STATES STEEL SUPPLY COMPANY 
UNIVERSAL ATLAS CEMENT COMPANY, 
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(Continued from page 52) 
life is too strong to assume other- 
wise. 

Well, who will? Will it be Mr. 
Kaiser, imbued with his self-as- 
sumed mission of developing and 
industrializing the West? He no 
doubt will have strong support. 
Will it be one of the Eastern 
steel producers with their en- 
trenched position, and their dem- 
onstrated operating skill, and 
who are unquestionably deter- 
mined to maintain their position 
in the western market? Or will 
they be run by independent in- 
terests, willing to assume the risk 
against potentially great compet- 
itive odds? The answer, it seems, 
is largely dependent on the Gov- 
ernment and its plant disposal 
policies. The hope out West is 
that these policies will be such 
as to assure lowest possible prices 
for steel, one way or another. 

The question to what extent 
eastern steel producers, particu- 
larly U. S. Steel Corp., would feel 
the competitive impact of inde- 
pendent operation of the western 
steel plants appears highly prob- 
lematical. U. S. Steel is already 
well entrenched in the Coast mar- 
ket through its Pacific Coast sub- 
sidiary, the Columbia Steel Co., 
and could certainly offer keen 
competition to any newcomer, if 
necessary by further expanding 
western operations and facilities. 
But more important, the postwar 
competitive position of eastern 
steel vis-a-vis western steel based 
on rock-bottom cost factors, re- 
mains to be seen. It is by no 
means a foregone conclusion. 





Another Look At... 





(Continued from page 35) 


MOTOR PRODUCTS 
CORPORATION 


Here is another example of a 
manufacturer concentrating al- 
most exclusively on the produc- 
tion of war items, earning a fair 
but limited return upon substan- 
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tial volume, but enjoying excel- 
lent prospects when normal out- 
put once more can supplant items 
to meet military requirements. 
Cyclical influences in the automo- 
bile industry in peace years-have 
created an erratic earnings rec- 
ord for this well-known concern 
and consequent wide variations in 
the price of its shares have been 
natural. In prewar years, how- 
ever, such as the period from 
1935 to 1937 when business con- 
ditions were favorable, net earn- 
ings averaged $3.92, with a peak 
of $5.49 in the latter year. Com- 
pared with last annual earnings 
of about $2.87 per share from 
war volume, the potentials from 
favorable peace operations ap- 
pear interesting, and the postwar 
outlook for no industry appears 
more encouraging than for the 
automotive field. 

Postwar potentials are en- 
hanced by the prospect of ex- 
panding sales in the deep-freeze 
division in view of anticipated 
growing civilian demand _ for 
quick-frozen foods. For the past 
nine months, the stock has held 
its own within a relatively nar- 
row range, in. spite of announced 
substantial cutbacks of military 
orders. The present price of about 
25 is only 114 points below the 
1945 high of 2614, and for the 
moment appears to have ade- 
quately discounted future poten- 
tials. Postwar competition, of 
course, will be intense, but the 
potential large volume and the 
elimination of EPT may combine 
to offset possibly lowered mar- 
gins. The longer range view, on 
the whole, presents interesting 
possibilities for shareholders in 
Motor Products common. 


AMERICAN TYPE 
FOUNDERS 


Sales of this concern during 
war years have far outdistanced 
figures pertinent to normal peace- 
time operations. This volume in- 
crease has produced net earnings 
largely in excess of the modest 
and sometimes negative returns 
achieved during the prewar dec- 
ade. Recognition of the inherent 
volatility of earning power for 
many years has dragged the 
stock along at prices ranging 
from 252 in 1941 to a high of 
16% in 1945. During the 1932- 
42 decade no dividends at all 
were paid, although during war 
years 50 cents a share has been 
annually distributed. Current 
price of about 141% or not far 


below top figures for the year to 
date, indicates a strong measure 
of confidence in postwar poten- 
tials for the company. That there 
1s a reasonable basis for this op- 
timism appears certain, although 
a drastic shrinkage in volume will 
attend the termination of mili- 
tary orders. Equipment of print- 
ers has badly deteriorated during 
the last three years or more, and 
when the return of normal con- 
ditions permits its replacement, 
deferred demand will be found 
substantial. A prospective post- 
war boom in advertising lineage 
and a deluge of new books about 
the war will stimulate demand 
for | the most efficient printing 
equipment, with undoubted bene- 
ficial effects upon American 
Type’s volume. Postwar experi- 
ence of American Type Founders 
may develop even _ stronger 
growth factors than those of the 
20s, and if well sustained could 
materially improve past spotty 
earnings of the concern. From 
this viewpoint, the speculative 
potentials of the common seem 
to merit study. 


SERVEL, INC. 


Sales of Servel were boosted to 
about $58 million in 1944, al- 
though net earnings per share 
fell slightly to $.96 compared with 
$1.05 for the previous year. EPT 
and rising costs took their well- 
known toll on operating net. 
Ample cash resources, however, 
warranted continued payment of 
dividends at the rate of $1 a 
share which has been maintained 
since 1937. With a current price 
of about 193% for the stock, the 
yield is slightly better than 5%, 
an attractive factor although a 
price-earnings ratio of just over 
20 seems pretty high in compari- 
son with that of other issues 
with somewhat stronger invest- 
ment fundamentals. Speculative 
potentials, however, probably jus- 
tify an optimistic appraisal, as 
postwar demand promises to 
reach highly satisfactory propor- 
tions. The building boom which 
appears in the offing should bring 
substantial volume to Servel, 
and the companies _ strongly 
entrenched position in the field 
of gas operated refrigerators, 
supplemented by production of 
its well-known Electrolux will 
give it certain competitive advan- 
tages in the postwar struggle. 
The backlog of deferred demand 
for these products is large and 

(Please turn to page 56) 
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A philosophy that has 


Gross sales of American Home Products Corporation have 
risen 514 per cent in ten years; net income (after taxes) 198 
per cent. Back of the record is: 


This philosophy—to meet all wartime obligations; to ad- 
vance scientific research and product development; and, 
while planning future growth, to maintain sound principles 
of management and merchandising. 
This aim —to provide a fair and continuing return to inves- 
tors, employees, and consumers. 
This goal —to speed all of us along the road TOWARD BET- 
TER LIVING. 

The Results in 1944 
@ Gross sales of $105,090,905, or 17.1 per cent higher than 
1943. 


e Earnings per share (after taxes) equal to $5.26, or 4.9 cents 
per dollar of total income. 

e Continuance of the monthly dividends paid without inter- 
ruption since the company’s founding in 1926. 













produced results 


@ Taxes of 8.3 cents per dollar of total income, equivalent 
to $8.96 per share of common stock, or $845.64 per employee. 
@ Wages and salaries of 19.3 cents per dollar of total income. 
eA total of $16,125,150 in group benefit life insurance in 
force, covering more than 92 per cent of eligible employees. 
© Perfected plans for re-employment of our servicemen and 
handicapped veterans. 


e An eighteen-year record of no strikes, lock-outs or serious 
work stoppages, maintained. 


© Scientific research personnel doubled within the last three 
years. Sales of new products developed over a ten-year pe- 
riod in our laboratories, totaling over $23,000,000 in 1944, 
@ Laboratory facilities expanded, and many new products 
forecast for postwar consumers. 


American Home Products Corporation Yearbook, TOWARD 
BETTER LIVING, available on request. Address 350 Fifth Ave- 
nue, New York 1, N. Y. 


AMERICAN HOME PRODUCTS CORPORATION 


A Management Company Operating Six Divisions As Shown Below 


Pharmaceuticals . . . Biologicals, Nutritionals—These subsidiaries 
accounted for 29% of sales volume: Wyeth Incorporated; Ayerst, 
McKenna & Harrison, Ltd.; International Vitamin Corp.; Emdee 
Laboratories, Inc. 


Foods .. . 24% of gross sales was realized by this subsidiary: 
American Home Foods, Inc. 


Household Products . . . Boyle-Midway, Inc. contributed 12% of 
the American Home Products sales volume. 
APRIL 


14, 1945 


Cosmetics . . . Affiliated Products and other companies in this 
division accounted for 5% of sales. 


Packaged Drugs. . 
for 13% of sales. 


. Whitehall Pharmacal Company accounted 


Foreign and Export . . . Foreign trade was 17% of gross sales, 
exports clearing through Wyeth International, Ltd., and Home 
Products International, Ltd. 


55 














(Continiied from page 54), 
progressively expanding. The 
stock is presently selling around 
214 points below its 1945 high 
of 2134, and only about 3 points 
above the Tow in 1944. 


ROYAL TYPEWRITER 


Royal common at 20, the cur- 
rent price, has interesting poten- 
tials for future appreciation, if all 
goes as well in the postwar era 
as now seems well indicated. 
With the small dividend of 60 
cents a share producing a yield 
of only 3% the investment as- 
pect is dimmed, but with a large 
postwar demand in prospect es- 
pecially for portable typewriters, 
this largest maker of these de- 
vices should benefit substantially. 
Operations of office equipment 
manufacturers are strongly af- 
fected by cyclical changes, and 
earnings of Royal have been 
rather erratic in prewar years. 
Following initial interruption of 
normal production, wartime bus- 
iness has brought satisfactory 
results, enabling the payment of 
a small dividend and, more im- 
portantly, further fortifying the 
financial structure of the com- 
pany. It therefore has a strong 
foundation from which to proceed 
upon its postwar career. True, 
the stock at 20 is close to its top 
level of 2134 established in 1943 
and again earlier in 1945, but this 
should not preclude possible fur- 
ther appreciation if postwar vol- 
ume comes up to expectations 
and earnings margins are re- 
lieved of pressure from EPT. 
Quite possibly, however, a some- 
what more favorable buying 
range may be seen in the near 
future. 





Coal Industry Faces 
Uncertain Future 





(Continued from page 34) 
term outlook, however, this ap- 
pears somewhat gloomier for an- 
thracite than for bituminous. The 
new oil pipelines may be used to 
transport natural gas, and new 
lines may be constructed, so that 
many areas now using anthracite 
for heating purposes may switch 
to mixed gas or natural gas as 
the latter becomes available. The 
development of some remarkable 
new inventions or gadgets for 
increased coal-burning efficiency 
have recently been reported, but 
commercial development may 
prove slow. While coal may bene- 
fit eventually by the new devices 
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in meeting the competition from 
oil and gas, prices will doubtless 
decline again due to lower cost 
of the other fuels after the war, 
while high costs will remain. 


Both branches of the industry 
will probably attempt to offset 
high wage costs by increased 
mechanization of the mining proc- 
ess, but this may prove more 
difficult for the hard coal oper- 
ators, who will thus be squeezed 
between declining prices and per- 
mantly higher labor costs. How- 
ever, as indicated above, this out- 
come may be delayed due to the 
desire to rebuild stocks and the 
delays in obtaining equipment for 
conversion to oil burning. The ef- 
fort to develop more efficient 
heating devices to some extent 
defeats its own ends since it de- 
creases the amount of coal re- 
quired, although it may retard 
competitive encroachment of oth- 
er fuels. 


The soft coal strike recently 
threatened by the United Mine 
Workers under President John L. 
Lewis has been at least tempo- 
rarily averted. A thirty-day ex- 
tension of the old contract has 
been agreed to, with the provi- 
sion that any wage adjustments 
made shall be retroactive to April 
1st. If necessary, the government 
would once more have seized the 
mines in order to continue opera- 
tions. There has been some tem- 
porary slackening in production 
due to local stoppages of work, 
but this has not been serious. 
Negotiations in the hard coal 
industry are following a some- 
what similar course — today’s 
paper tells of big demands by the 
miners — but a strike vote will 
not be taken until around the end 
of April. It appears likely that 
operators in both industries will 
have to make the usual conces- 
sions to Mr. Lewis and the ques- 
tion will then be whether they 
can obtain higher prices in order 
to maintain profit margins. 

The wartime gain in net earn- 
ings of coal companies continued 
last year, although complete re- 
sults are not yet available. Be- 
cause of the wide diversity in 
capital structure and earnings 
records, the best conclusions can 
probably be drawn by considering 
each company separately. 

Consolidation Coal, one of the 
four biggest bituminous produc- 
ers, has the largest soft coal re- 
serves in the world. Most of the 
output is used industrially. The 
company’s over-capitalization was 
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partially remedied by the 1935 
re-organization, but because of 
low profit margins deficits were 
reported in 1938-9. The war-time 
spur to output and prices pushed 
common stock earnings to above 
the $3 level; in 1944 $3.21 was 
earned compared with $3.34 in 
1943 and $3.05 in 1942. An ini- 
tial dividend of $0.25 a share on 
the common stock was paid Feb. 
15. A merger with Pittsburgh 
Coal is being discussed with the 
government and if this should 
materialize, the preferred stock 
will be redeemed, presumably at 
5214 (it is selling slightly below 
that figure). The common stock, 
currently around 20, is selling at 
a little over six times earnings 
and in view of the mediocre pre- 
war record does not seem espe- 
cially attractive. The preferred 
is convertible into two shares of 
common, and yields nearly 5%. 
In the event of the merger with 
Pittsburgh Coal, about 35% of 
the merged company’s securities 
(consisting of between $13,500,- 
000 and $16,000,000 debentures, 
and common stock) will be offered 
to holders of Consolidation, but 
exact terms have not been worked 
out yet. 


Eastern Gas and Fuel, the big 
Mellon company affiliated with 
Koppers Company, is an impor- 
tant bituminous producer and is 
also interested in coke and gas. 
The company is somewhat over- 
capitalized with bonds and pre- 
ferred stock, and the common has 
paid nothing since 1934. A recapi- 
talization appears likely but the 
plan has not yet been filed with 
the SEC. The major difficulty ap- 
pears to be over the size of the 
write-off in plant account, which 
will probably be in excess of 
earned surplus, requiring an ad- 
justment in common stock equity. 
The company’s prior preferred 
stock has been strong recently, 


advancing to 8414; the record of | 


dividend payments has _ been 
fairly good. The history of the 
$6 (second) preferred, currently 


around 51 compared with this | 


year’s range of 55-4614, has been 
more irregular. Current payments 
equal only half the regular rate 
and arrears now amount to $33 
a share, which claim will doubt- 
less be recognized in the recapi- 
talization plan. 


The common stock (nearly 2 | 


million shares) is largely owned 

by Koppers Company. Currently 

selling around 234, its prospects 
(Please turn to page 58) 
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FACTS ABOUT YOUR 





OUR TOTAL INCOME was about $288 
million, slightly higher than in 1943. 
Less electricity was required: mainly 

use the aluminum plant in Queens 
closed. More gas was sold. More 
steam was sold. (These clean, de- 
pendable, care-free ways of heating 
are popular.) 





WHAT DID INVESTORS EARN? Secur- 
ity holders (whose money made this 
enterprise possible) received an 
amount equivalent to less than 4% 
on the plant investment of over 


$1,250,000 ,000 
i= 
‘A &3 
WHO OWNS THIS COMPANY? 148,102 
gocete and institutions—to be exact. 
r church, your insurance com- 
pany, your bank, educational insti- 
tutions have some of their money 
invested in our securities. 











ONE BUDGET ITEM HASN’T GONE UP. 
Electricity! Substantial rate reduc- 
tions from 1930 through 1944 are 
saving our electric customers over 32 
million dollars annually, gas cus- 
tomers over 3 million dollars . . . in 
the face of taxes which rose from $29 
million to above $64 million. (As 
businessmen we’re sort of proud of 
that record!) 


Rue OR 
false ! rg 





NEW YORK IS THE LARGEST manufac- 
turing city in the country? TRUE! 
New York is unique, too, in that 
activity is divided among many thou- 
sands of small and _ large plants. 
Hence there should be little slow- 
down here when war ends. (Unlike 
other areas where great war spurts 
took place.) 


APRIL 14, 1945 


WEW YORK BIGGEST WAR 
PRODUCTION ciTt \N Us. 





TOOLS OF WAR FORGED HERE. From 
jet-propelled planes to bayonets— 
from battleships to jungle rations— 
New York plants pour out weapons 
of war. Wartime requirements are one 
reason our maintenance expenses ran 
some 814 million dollars higher than 
the year before. (Equipment had to 
be run abnormally long. Materials 
cost more. Higher wages and sub- 
stantial overtime swelled the figures.) 


SAY! LISTEN 


TO THIS - 








NO COMPLAINT: just a fact. We pay 
taxes to the city on many thousands 
of manholes. Altogether our taxes 
last year ran to 64.5 million dollars. 
Stated another way, over 22¢ of every 
dollar of your bill for service went out 
for taxes. 


We think these items will interest you. But we do not forget that our main job—like yours—is helping to win the war. 


Ome steAx conrorstion 


GAS AND ELECTRIC COMPANY— 1944 REPORT 





REMEMBER THE HURRICANE? Hit here 
at 95 miles an hour. Knocked down 
street lamps, electric poles, wires. 
Cost us nearly $650,000 in labor and 
materials to restore service. Some 
storm! 





— ON UNCLE SAM'S TEAM. 

3,831 employees are in the armed 
services. In addition, two thousand 
of our people are on leave to war in- 
dustries in desperate need of their 
special skills. (Consolidated Edison 
men, for example, have built air and 
naval bases from the frozen Arctic to 
pa sweltering shores of the Persian 
Gulf.) 





WE'LL WELCOME THEM BACK heartily 
—and practically! We’re entitled to 
offer returning servicemen jobs as 
good as they left. We plan to do 
better for them. So we’ve established 
a staff to fit veterans into jobs with 
special consideration of their new 
skills, experience and knowledge. 





@ RETIRED. Last year we paid some 


$1,100,000 in annuities to employees 
retired for age, and $2,200,000 to em- 
ployees retired for disability. 


RAISED. Employees completing peri- 
ods of satisfactory service received 
automatic pay increases under our 
Wage Progression Plan. These and 
merit increases approved by the 
War Labor Board ran to $1,500,000 
annually. 





LOOKING FOR POSTWAR BUSINESS? 


To help local industry obtain post- 


war work when the time comes, we’ve 
made a survey of manufacturing 
facilities in New York City and West- 
chester. It contains detailed infor- 
mation on products to be made, 

manufacturing resources, plant data. 

(Trade organizations and official 
bodies have this material.) 
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(Continued from page 56) 

for appreciation seem largely de- 
pendent on more advantageous 
terms to publicly-held stock than 
to Koppers’. Even in this event, 
the usual SEC formula of 5-10% 
participation in future equity 
earnings would not seem to hold 
out very substantial prospects for 
appreciation, while there is al- 
ways the possibility that the 
stock might be completely wiped 
out. 


Glen Alden, biggest anthracite 
producer, has a remarkable rec- 
ord of earnings considering the 
difficulties encountered by the in- 
dustry. Due to low operating 
costs and an aggressive sales pol- 
icy, together with a conservative 
capital structure, it has always 
been able to report some profits 
for the common, and dividends 
have been maintained except dur- 
ing the period 1932-3. Despite 
this fact the stock has had a 
wide price range, dropping from 
160 in 1929 to 334 in 1939, from 
which it has recovered to the re- 
cent high of 2114 (it is currently 
two points lower). 


A $0.50 dividend was paid 
March 20 and the current indi- 
cated rate is $2.00 compared with 
$1.60 last year. Assuming that 
the present quarterly rate is con- 
tinued, the yield is over 10%. 
$2.54 was earned last year com- 
pared with $1.90 in 1943 and 
$2.81 in 1942. Glen Alden’s out- 
put is sold almost entirely for 
heating purposes. The company 
is in sound cash position and 
should be able to continue pay- 
ments on a reduced basis after 
the war, so that the stock appears 
to be among the more attractive 
of the coal equities, for those in- 
terested in better-than-average 
yields. Price appreciation possi- 
bilities naturally appear limited 
over the longer term. 


Island Creek Coal is one of:the 
best of the soft coal producers, 
with a strong competitive posi- 
tion and an excellent earnings 
and dividend record. Due_ to 
sound management policies, ‘sales 
in 1943 were nearly three times 
those of a decade earlier. With 
a good cash position and only a 
small amount of preferred stock 
ahead of the common, dividends 
have been paid on the latter since 
1912, the rate in recent years 
being usually $2.00. 


Outlook for the stock has been 
strengthened recently by the fact 
that the company is prospecting 


for oil and gas in its West Vir- 


ginia property, in cooperation 
with Columbian Carbon. Tests 
indicate open flow production of 
about 714 million cubic feet per 
day though none of the gas has 
yet been sold because of lack of 
transport facilities. Officers ex- 
pect the venture to prove profit- 
able, though just how much they 
may supplement earning power 
remains conjectural. The stock is 
currently selling around 37, to 
yield about 5.4%. It is, of course, 
selling at a high ratio to earn- 
ings (about 17 times). It sold as 
high as 45 last year and 4134 
this year. 


There are two Lehigh compan- 
ies interested .in coal. Lehigh 
Coal & Navigation is the oldest 
anthracite producer in Pennsyl- 
vania. It has some sideline inter- 
ests in railroads and a canal. and 
owns 700,000 shares of National 
Power & Light (currently around 
8 and with estimated future li- 
quidating value around 12). While 
earnings have been irregular, 
capital structure is fairly con- 
servative, a good cash position is 
usually maintained and dividends 
have been paid without interrup- 
tion since 1881. The company is 
holding its National Power com- 
mon for further appreciation pos- 
sibilities. President White re- 
cently indicated that he expected 
a favorable operating year in 
1945. The stock sells around 13, 
yielding 7.7% based on the cur- 
rent $1 dividend rate. Earnings 
last year were $1.75 vs. $1.39 in 
1943. Postwar coal earnings and 
dividends appear likely to recede, 
but the company’s diversified in- 
terests make the stock interest- 
ing. 

Lehigh Valley Coal has had a 
less favorable record. It is also 
a leading anthracite company, 
equipped with modern machinery 
but appears to be over-capitalized 
in relation to assets and earnings. 
While the earnings record on the 
preferred stock has not been too 
bad, nothing has been paid since 
1931, so that arrears now exceed 
$40 on the $3 issue; nothing has 
ever been paid on the common. 
Obviously a recapitalization plan 
would be in order, which might 
give the preferred stock some 
limited speculative appeal. $8.12 
was earned on the preferred last 
year compared with $5 in 1948. 

Pittsburgh Coal, one of the 
largest soft coal operators, is a 
“leverage” issue, with highly ir- 
regular earnings. No preferred 


dividends were paid during 1926- 
42, and arrears now amount to 
over $108, plus interest of over 
$40. While a small beginning has 
been made during 1943-5 toward 
paying off arrears ($1 was paid 
recently), a recapitalization plan 
is obviously in order; however, 
this will apparently be delayed 
pending exploration of the mer- 
ger proposal with Consolidated. 
The preferred stock, currently 
around 85, has attracted some 
speculative interest because of 
the various rumors and reports 
regarding pending plans. 

United Electric Coal is a bitu- 
minous strip operator in Illinois, 
which has improved its position 
in recent years, due partly to 
more efficient equipment and 
partly to war conditions. The 
stock sells around 138, is currently 
paying at the rate of $1, and in 
the fiscal year ended July 31 
earned $1.53. Earnings of $1.75 
have been forecast for the cur- 
rent fiscal year, and post-war 
earnings should exceed pre-war 
due to the improved mechanical 
set-up. There is only common 
stock outstanding, but the cash 
position is not very strong. 

West Virginia Coal & Coke is 
another medium-priced bitumi- 
nous stock which has enjoyed a 
good price come-back — from less 
than 1 in 1939 to 10 currently. 
The company supplies mainly 
railroads, utilities, the motor and 
steel industries, etc. It was “in 
the red” during much of the 
1930’s, but has shown consistent 
improvement in recent years, re- 
porting $2.46 last year. The cash 
position has been strengthened 
due to the conservative dividend 
policy, and funded debt is moder- 
ate. Selling at a low ratio to earn- 
ings, the stock would seem to be 
one of the more interesting issues 
in the coal group, due to the com- 
pany’s current mechanization pro- 
gram and other factors which 
may help to sustain post-war 
earnings at a favorable level in 
relation to the average for the 
industry. 
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Announcing 
NEW IMPROVED STOCK BUYING 
and SELLING PROGRAM 


To give investors a broader selection of attractive stocks 
for investment in today’s more active markets 
LT gece MONEY is going into the stock market securities for current purchase. 


today than at any time in several years. To meet this need, we are inaugurating a new 
Greatest accumulation of surplus funds in his- policy to assist investors in profiting from this 
tory—low income return on other investments— more dynamic phase of the Bull Market. This 


and bright postwar business prospects are the mew and more active stock buying and selling 
main reasons. As a result we are receiving scores program is now a weekly feature of UNITED 
of requests for broader selections of attractive Business Service. 


Check these Athactive Features 


1. Each week when the market outlook is favorable, we will select 
some 8 to 15 diversified stocks that appear most attractive for cur- 
rent purchase by those whose main objective is price appreciation. 





2. In addition to new selections which will be thoroughly analyzed, 
re-recommendations of the best situated issues already in our 
Supervised List will be included. 













UNITED 
Business 


SE 


UNITED \ 
Business \ 


SERVICE 





3. To aid you in making selections from our new Buying Advices, we 
will confine recommendations to two or three issues in several fa- 
vored groups. Thus in a typical week we might recommend three 
utilities, two steels, two railroads, two growth stocks, and three 
low-priced speculations. 


4. Another feature of this new plan will be the designation of specific 
buying ranges on all stocks recommended. In setting buying 
ranges, we will not only give consideration to a stock’s intrinsic 
value and prospects, but also to its recente market action and 
technical position. This new, broader list should assure an ade- 
quate choice within our buying ranges each week. 

















Extensive Research Produces Profits 10 STOCKS TO BUY-—4 TO SELL 


Success of UNITED’S security selections is 


based on the fact that they are not the result of You can test the value of this new feature by sending today for our special report 
the opinions of any one man or group of men. summarizing the latest buying and selling advices under this new policy, including 
After extensive research by our own staff, the 10 stocks that appear undervalued at current levels and 4 leading issues on which 
opinions of some 15 investment advisory organ- we advise profit taking. You will also want to receive our new appraisal of the Stock 
izations are checked and weighed in selecting Market outlook— 
is : ae : 

Smo st, attractive securities for investment. == WHERE ARE WE IN THE BULL MARKET?” — what prospect for 
as outstandingly attractive for 1945 have since substantially higher prices? Also— 
shown a gain of 21% in 3 months compared 
with 5% = lng in Industrials. Included 45-YEAR CHART OF STOCKS, BONDS, COMMODITY PRICES, 
were Amer. Loco. at 25, recently 34; Flintkote COMMERCIAL PAPER RATES AND BUSINESS ACTIVITY. 
at 23, later 29; Fruehauf then 40, since sold at 
50; G’t. Northern P’f’d. at 43, recently 51. Mail This Coupon Now! 


Ml rT | 
Yours with Special 6-Weehas’ TRIAL UNITED BUSINESS SERVICE 
; 210 Newbury Street Boston 16, Mass. 
To introduce the profit-making features of UNITED Service to new readers, 
we will send our Special Report including latest security recommendations, 
Market Forecast and 45-Year Chart, together with the UNITED Weekly 
Bulletin Service for 6 weeks, for only $2. 

Enclose $2 with the coupon, and mail NOW! 


UNITED BUSINESS SERVICE 


210 Newbury Street, Boston 16, Mass. 


Please send me your market forecast with 
14-Stock Report, 45-Year Chart, and the United 
Business Service for 6 weeks. I enclose $2 in 
full payment. 
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Answers to Inquiries 





(Continued from page 5) 
equipped with huge manpower 
and reserves in Siberia, it does 
not seem likely that the USSR 
will declare war on Japan or that 
Russia expects Japan to attack 
her at this time. Instead, it is 
more likely that the new moder- 
ate government in Japan will 
seek peace, calling on Russia to 
use her good offices. This would 
be more in line with oriental 
thinking and psychology. 

In the meantime, the conflicting 
reports coming from Britain re- 
garding the Conference has not 
left a good taste in our mouths 
either. At the moment an Em- 
pire pre-San Francisco Confer- 
ence has gathered in London to 
cement their Empire demands. 
Dominion statesmen are publicly 
expressing their delight while 
awaiting the outcome of Russia’s 
bid for dominant power in the 
Pacific. Intrigue runs rampant 
and the U. S. will soon know 
where it stands in this picture. 


All these activities do not 
make for peace, which is the 
great essential. It only creates 
fears and uncertainties as to the 
final outcome. We have set our 
minds on building a society of 
nations that will cooperate one 
with the other in creating a bet- 
ter world in which men will have 
sufficient food, clothing and hous- 
ing, medicine — the comforts and 
some of the luxuries of life. Only 
then are we all secure, — for war 
breeds among those who have 
nothing to live for. World condi- 
tions call for self-abnegation by 
the strong, — for the offering of 
a helping hand to suffering hu- 
manity, and we should not hesi- 
tate — for the cost is compara- 
tively small. Having spent hund- 
reds of billions of dollars to win 
this war, it would be foolish to 
quibble about the few billions in 
addition that it would cost to in- 
sure peace and to lead the other 
peoples of the world into the 
light. 

With all our hearts, let us 
stand by our guns at San Fran- 
cisco. 








Blood is still needed by the 
men on the battlefronts— 


Visit your local 
RED CROSS today! 
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(Continued from page 40) 


He said telephone installations 
for the system in 1944 amounted 
to an increase of —284,000 com- 
pared with a gain of —1,234,000 
installations in 1948. He added 
that today more than 1,500,000 
persons have requested residential 
telephone installations for which 
the system has no facilities avail- 
able. 

American Telephone & Tele- 
graph stock has for years sold on 
a comparatively high yield basis. 
Earnings will probably be _ in- 
creased moderately this year. 
Maintenance of the $9.00 dividend 
rate appears probable over the 
near term at least, because of the 
company’s strong cash position 
and long established dividend 
policy. 

Even if the dividend is reduced 
moderately in the future, the in- 
come yield would still compare 
favorably with other equities of 
high quality. 


Consolidated Edison Co. 
I own some Consolidated Edison stock, 


purchased some years ago, the shares are 
currently selling near the ligh of the past 
few years. Will you please inform me as 
reecnt earnings and shall I continue hold- 
ing this stock? 


J. B., Wilmington, Del. 
The 1944 annual report of the 
Consolidated Edison Company of 
New York, Inc., forwarded re- 
cently to shareholders, shows a 
consolidated net income for the 
year of $30,374,720, after all ex- 
penses and taxes. This was equal, 
after preferred dividend require- 
ments, to $1.70 a share on the 
company’s outstanding common 
stock, and compares with a net of 
$30,357,683, also equal to $1.70 
a share, in 1943. 


While sales of electricity by the 
system decreased 4% from 1943 
the report shows, gross revenues 
for 1944 were up to $288,158,280 
from $274,967,145 the year be- 
fore, an increase of 5 per cent. 


The drop in Electric sales was 
attributed to the curtailment of 
operations by the system’s larg- 
est customer during 1944 — the 
aluminum plant of the Defense 
Plant Corporation in Queens. The 
loss of revenue from this custo- 
mer, however, according to the re- 
port, was more than offset by in- 
creased demands from other elec- 
tric customers and also from gas 
and steam customers. 

The report shows that operat- 


ing expenses were reduced, but 
that depreciation and mainten- 
ance charges together for the 
year were up $13,634,425. Mainte- 
nance expenses for 1944 amount- 
ed to $27,749,494, an increase of 
44%. “Generally speaking,” the 
report said, “wartime conditions 
accounted for the large increase 
over the customary level of main- 
tenance costs, in that the heavy 
demand for service by war indus- 
tries required the operation of 
generating equipment at higher 
sustained loads than that for 
which it had been designed.” 
Sales of electricity by the Con- 
solidated Edison System compan- 
ies amounted to 8,658,554,847 
kilowatt hours last year a de- 
crease of 4%. Electric revenues 
were listed at $227,658,561, an 
increase of 4%. Sales of gas were 


* 42,080,774,000 cubic feet, an in- 


crease of 4%, while gas revenues 
were $41,913,215, up 4%. 

Total taxes of the system 
amounted to $64,509,695, which 
is equivalent to 22.3 cents out of 
every dollar of revenue. Taxes for 
the year equaled $5.62 a share on 
the common stock. 

This company’s territory New 
York City —is predominantly a 
consumers’ goods town, with 
much of its industrial life made 
up of a vast group of small busi- 
nesses, and hence little slowdown 
should be encountered in the 
transition from a wartime to a 
peacetime economy. 

This prime quality utility 
equity is currently selling close 
to the highest level in recent 
years, dividends have been cov- 
ered by a narrow margin, how- 
ever, on the basis of good income 
yield and prospects for improved 
earnings, it merits attention. 


Utah Power & Light 
Reorganization Plan 

Will you please advise me as to the 
latest reorganization plan of Utah Power 
& Light Company? 

T. D., Little Rock, Ark. 

The Utah Power & Light Com- 
pany filed recently with the S.E.C. 
a reorganization plan designed to 
bring it into compliance with pro- 
— of the Holding Company 

et. 

This is to be accomplished 
through the issuance of a single 
class of common stock, instead of 
existing stocks, the compromise 
discharge or settlement of all 
claims and redistribution of vot- 
ing power. 

Utah’s parent, Electric Power 
& Light Corporation, holder of 
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92.39 per cent of the total voting 
power, joined in the filing. 
Electric Power & Light will 
surrender for cancellation 3,000,- 
000 shares of Utah’s common 
stock and 2100 shares of its $7 
preferred stock for $650,000 and 
the settlement of all claims 
against it and against the sys- 
tem’s top holding company, the 
Electric Bond & Share Company. 
Utah will issue 1,185,241 shares 
of new $20 par value common 
stock for distribution to public 
holders as follows: 4% shares of 
new conimon stock for each share 
of $7 preferred and 4%% shares 
for each share of $6 preferred. 
After the plan is consumated, 
Utah will have outstanding $42,- 
000,000 of 334% first mortgage 
bonds due in 1968, $5,000,000 of 
6% gold debentures due in 2022 
and $221,947 in long term debt 
owing to the United States Gov- 
ernment, in addition to the com- 
mon stock. 
The plan will result in the com- 
plete separation of Utah from the 
Electric Bond & Share System. 


Great Northern Railway Bonds 


I own some Great Northern Railway 
bonds. I have been informed that they 
invite tenders of bonds for redemption. 
Vill you please advise me what issues they 
refer to, and whatever information ‘you 
have in regard to this? 

C. P., Dallas, Texas 

The Great Northern Railway’s 
invitation for tenders of bonds 
of four issues of its general mort- 
gage bonds is interesting because 
three of the four, the 514s of 
1952, the 5s of 1973 and the 414s 
of 1976 are not redeemable by 
call before their respective matur- 
ities. The fourth, the 414s of 1977, 
become callable on July 1, 1947. 

The response to the invitation, 
and the extent tenders are ac- 
cepted, will be watched closely 
because the amount of bonds ten- 
dered and accepted will have a 
hearing upon the railroad’s next 
refunding step. 

It has been reported that, if it 
should prove impracticable to get 
in the non-callable bonds, the 
railroad would refund the out- 
standing 334 of 1967, of which 
$50,000,000 are outstanding. 

Investors who hold the general 
mortgage bonds that are the sub- 
ject of the tender invitation must 
decide whether they should dis- 
regard existing premium prices 
and hold to maturity, or whether 
it is possible to dispose of their 


| holdings at so high a price now 
that they could afford to sell and 
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THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 


| STATEMENT OF CONDITION 
| MARCH 31, 1945 


RESOURCES 


Cash and Due from Banks . 
U. S. Government Obligations, direct 


State and Municipal Securities 
Loans, Discounts and Bankers’ 
Accrued Interest Receivable 


| Customers’ Acceptance Liability 
Stock of Federal Ieserve Bank 


LIABILITIES 





. €111,000,000.00 

124,000,000.00 
57,371,903.87 

Reserve for Contingencies . 

Reserve for Taxes, Interest, etc. 


Outstanding. .$ £,078,802.84 


4,386,735.56 


Liability as Endorser cn Acceptances 


United States Government and other securities carried at $895,338,- 

S. Government War Loan Deposits 

of $653,035,550.71 and other public funds and trust deposits, and 
for other purposes as required cr permitted by law. 


OOOO 


| 
| 
Member Federal Deposit Insurance Corporation 


$ 887,572,708.27 


2,779,461,196.54 
81,644,948.84 
149,158,297.94 


855,787,287.59 
10,677,144.26 
6,283,549.54 
3,626,600.47 
7,050,000.00 
34,767,782.41 
3,853,022.64 
2,418,765.45 


$4,822,301,303.95 


$ 292,371,903.87 


10,666,678.00 
12,084,224.50 
4,497,569,400.69 


3,692,067.28 
77,236.06 
5,848,793.55 


$4.822,301,303.95 


OOO 











reinvest the money. 

There is no ceiling on the price 
at which bonds may be tendered, 
but it would not benefit the rail- 
road to pay prices too much out 
of line with what bonds could be 
purchased in the open market. 


The invitation for tenders is 
the sequel to the wholesale con- 
version of some $25,000,000 of 
series G bonds into stock at the 
end of last year. 

The conversion set free large 

(Please turn to page 62) 
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(Continued from page 61) 
amounts of cash which would 
have been used for the payment 
of the bonds that were converted 
into shares. At the time it was 
announced that if the issue were 
converted, the cash would be used 
for redemption of other debt. 


American Telephone & Telegraph 
Dividend 
I am an elderly person, solely de- 
pendent on interest and dividends for in- 
come. own some American Telephone 
& Telegraph common stock and am con- 
cerned about the continuance of the $9.00 
annual dividend. Will you please advise 
me on the prospects for maintenance of 
this dividend? 
—C. D., Harrisburg, Pa. 


American Telephone & Tele- 
graph Company reported for 
1944 net income of $163,138,000 
equal to $8.54 a share, compared 
to 1943 net income of $168,530,- 
764 equal to $9.00 a share. For 
the December quarter, 1944, net 
income was $41,119,000, equal to 
$2.13 a share, against net in- 
come of $41,604,457, equal. to 
$2.22 a share, in the 1943 period. 

A consolidated report of the 
Bell System for the _ twelve 
months to November 30th shows 
net income of $167,933,499 appli- 
cable to the parent company’s 
stock, or $8.81 a share, against 
net income of $178,396,726 or 
$9.53 a share in the preceding 
twelve months. 

Walter S. Gifford, president, 
said earnings on invested capital 
for the twelve months ended No- 
vember 30th and for the years 
1943 and 1942 were 5.4, 5.7 and 
5.4 percent, respectively. Except 
for depression years, he said, the 
earnings are the lowest on record 
—a period of more than forty 
years. 

“The system’s war-time earn- 
ings on the invested capital,” Mr. 
Gifford said in the 
stockholders, “have in fact been 
less than would be considered 
necessary in peace time if the 
credit of the system is to be 
kept on a sound basis.” 

He said telephone installations 
for the system in 1944 amounted 
to an increase of —284,000 com- 
pared with a gain of —1,234,000 
installations in 1943. He added 
that today more than 1,500,000 
persons have requested residen- 
tial telephone installations for 
which the system has no facili- 
ties available. 

American Telephone & Tele- 
graph stock has for years sold 
on a comparatively high yield 
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report to: 


basis. Earnings will probably be 
increased moderately this year. 
Maintenance of the $9.00 divi- 
dend rate appears probable over 
the near term at least, because 
of the company’s strong cash po- 
sition and long-established divi- 
dend policy. 

Even if the dividend is reduced 
moderately in the future, the in- 
come yield will still compare fa- 
vorably with other equities of 
high quality. 


Canadian Gold Mining 
Speculation 

I have been solicited through the mails 
by a stock trading firm in Canada. They 
offer stock in a new gold mining venture. 
Is this permissable? I thought these pro- 
motions had to first be submitted to the 
S.E.C. before being offered to the public. 
A friend of mine said he received a letter 
from a Toronto firm offering stock in a 
new gold mining company that sounded 
so attractive, he was thinking seriously of 
investing $2000 in the venture. 

Will you please give me your opinion 
of speculations of this kind? 

—K. D., Oklahoma City, Okla. 

The S.E.C. only operates in the 
United States. When the govern- 
ment authorities made things 
difficult for the stock market 
racketeer in this country, it looks 
as though they migrated to Can- 
ada, where the rules and regula- 
tions are not so restraining. At 
any rate, Canada is learning how 
the boiler room boys operate. 

These operators have found 
the going fairly easy in the Do- 
minion, but Canada now expects 
to take steps to regulate this 
situation. 

Good gold mines have been dis- 
covered and developed in our 
northern neighbor’s territory and 
stock racketeers have used the 
established profitable mines as 
examples to exploit new promo- 
tion schemes. Alluring prospec- 
tus are mailed to all parts of the 
U. S., particularly to smaller 
communities. Very rarely do 
these speculative promotions pan 
out well for the investor, usually 
he loses all of his investment. 

Toronto appears to be the cen- 
ter of operations for these stock 
“racketeers” who carry on their 
business over batteries of tele- 
phones as well as through the 
mails. 

Operations are being carried 
out in a scale even bolder than 
occurred in Wall Street during 
its palmiest days. 

Of course, there are legitimate 
investment firms in Canada that 
do an honorable business. Dis- 
crimination is necessary. Before 
investing money, it is a sound 
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policy to investigate the firm that 
is making the offering as well 
as the stock itself. If the firm 
is located in Toronto, inquire of 
a bank in that city as to the 
reliability and standing of the 
firm or have your own bank make 
the inquiry for you, or check 
with your local better business 
bureau. 


1000 Paramount Pictures 


I own 1000 shares of Paramount Pic- 
tures purchased a few years ago. At the 
present market, I have a 100% profit; 
should I sell or hold for a higher price? 


—M. M. A., New Bedford, Mass. 


Earnings for 1944 are esti- 
mated at $4.40 a share compared 
to $3.85 in 1943 and $4.21 in 
1942. 

The outlook for 1945 indicates 
well maintained profits and a div- 
idend of at least $2.00 will likely 
be paid this year. 

The financial position of this 
company has_ been _ greatly 
strengthened in recent years but 
the nature of the industry makes 
the issue speculative. 

The stock does not appear over- 
priced in relation to near term 
earnings, dividends and post-war 
prospects. 

However, as you have a large 
holding in this stock and a very 
substantial profit, prudence coun- 
sels selling enough shares, so as 
to withdraw your entire cost, 
leaving in your case about 500 
shares for further enhancement 
possibilities. 


Glenn L. Martin 

Will you please give me your opinion 
on the Glenn L. Martin stock at the 
present market? 

Also, will you please let me know the 
net earnings per share of this stock for 
the year 1944, tf you have this informa- 
tion. 

A stamped return envelope is enclosed. 
I am a subscriber to the Magazine of 
Wall Street and The Investor's Guide. 

Thanking you, I am 

—Capt. E. R., Washington, D. C. 


Earnings for 1944 amounted to 
$4.37 a share compared to $11.14 
in 1943, the latter figure is sub- 
ject to renegotiation. Dividend 


‘paid was $3.00. Book value at end 


of 1948 amounted to $43.01 per 
share. 

Post-war outlook is favorable, 
but is not expected to use full 
productive capacity, which has 
greatly expanded during the war. 
The company is well rated in the 
aircraft industry and_ should 
share in available military busi- 
ness after the war. The four-en- 
gine planes have good potentiali- 
ties in the commercial field. 
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Around the World 


(Continued from page 23) 


much better balanced country 
than it was during the inter-war 
period. With a larger industrial 
population to feed and minus the 
backward agricultural provinces 
of the East, the chances are that 
post-war Poland will no longer 
be an exporter of agricultural 
products to the pre-war extent. 
The Polish farmer who had been 
getting low prices for his prod- 
ucts (because he had to compete 
in the world market) and who 
at the same time had to buy 
relatively high-priced products 
of protected domestic industries, 
will unquestionably be much bet- 
ter off. As his purchasing power 
increases, the Polish internal 
market for industrial products 
should expand and permit some 
reduction in production costs. 

With coal mines in fairly good 
shape and with relatively cheap 
industrial labor, Poland’s pri- 
mary need is raw materials, such 
as wool, cotton and certain non- 
ferrous metals, so that produc- 
tion can get going. Meanwhile, 
land_reform has been progress- 
ing rapidly, but the lack of equip- 
ment and draft animals may de- 
lay speedy recovery of produc- 
tion. Moreover the agricultural 
reform will very likely result in 
a shift of farm production, away 
from grain and industrial crops 
to dairying and fooder crops. 








Your Best Hedges 
Against Inflation 





(Continued from page 13) 
them. Like real estate, they are 
treacherous. Unlike stocks, they 
do not have an organized market. 

It goes without saying that 
highest grade bonds, savings 
bank deposits, money in check- 
ing accounts, annuities, life in- 
surance policies and fixed pen- 
sions are the opposite of a hedge 
against inflation and will become 
less and less valuable in terms 
of goods and services as the in- 
flationary process progresses. 

The appended table lists a 
number of common stocks sug- 
gested as hedges against inflation. 
Their “hedge” characteristics 
are varied, as evident from the 
accompanying comments. Owner- 
ship of valuable property in the 
ground such as ore and oil re- 
serves has traditionally been re- 
garded as one of the best meth- 
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ods of protection against the 


erosive impact of inflation. 
Growth industry shares _ hold 
above average promise of either 
well sustained or sharply rising 
earning power under inflationary 
conditions. Companies enjoying 
rapid turnover have the advan- 
tage of being in a position of 
quick adaptation of price policies 
and price structures to rising 
prices generally. Under severe 
inflationary conditions, compan- 
ies having large debts have an 
opportunity to retire them some- 
times at a fraction of original 
cost, thereby strengthening their 
financial structures at important 
savings. High book value in re- 
lation to price bespeaks a supe- 
rior cushion in terms of tan- 
gibles, that is property and pro- 
ductive capacity, or natural re- 
sources. 





Companies Having Largely 
Discounted Their Peace 
Prospects 


(Continued from page 21) 
argument is that the financial 
position has been greatly im- 
proved, which is true—but the 
same thing can be said of New 
York Central or Bell Aircraft or 
the great majority of all specu- 
lative stocks—and that auto de- 
mand will be so heavy after the 
war that Studebaker is bound to 
prosper. The answer is: maybe. 

There is a strong consumer 
preference for General Motors, 
Chrysler and Ford cars, in that 
order. There is no evidence that 
it will change. While absolute 
volume for Studebaker and other 
“independents” no doubt will be 
up from the best prewar figures, 
volume relative to that of the 
leaders may well be down even 
further than before. The writer 
will be surprised if it isn’t. On 
any measurement of normal earn- 
ing power that the writer can 
imagine, Studebaker earnings are 
being capitalized more highly 
than General Motors or Chrysler 
earning power, and the same is 
true for other “independent” mo- 
tor stocks. Common sense should 
tell one that it must be the other 
way around over the long term. 

There is not space for in- 
dividual comment on the rest 
of the stocks, but they do 
not require it anyway. For all, 
the tabulated figures indicate a 
speculative position and a degree 
of market rise sufficient to call 
further potentialities into sharp 
question. 
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Current Books of Interest 


DEMOBILIZATION OF WARTIME 
ECONOMIC CONTROLS 
By JOHN MAURICE CLARK 
McGraw-Hill Book Company. 219 pp. $1.75 
A research study of the Committee 
for Economic Development. This volume 
is third in a series being produced by 
this non-political organization. Pene- 
trating analysis of postwar problems 
gives a firm basis for constructive 
suggestions. 


RAILROADS AT WAR 
By S. KIP FARRINGTON, JR. 
Coward-McCann, Inc. 320 pp. $4.00 

Here is a book with a graphic por- 
trayal of the part played by our great 
railroads in helping to win the war. 
108 pictures add to the attraction of 
this timely volume, now in its second 
printing. 


PRODUCTION, JOBS AND TAXES 
By HAROLD M. GROVES 
McGraw-Hill Book Co., Inc. 116 pp. $1.25 
This is the first in a series of studies 
sponsored by the Committee for Eco- 
nomic Research, in connection with un- 
employment problems. The book em- 
phasizes how importantly Federal tax- 
ation can assist in establishing a sound 
solution, presenting definite recommen- 
dations for the attainment of this goal. 


THE PRODUCTION CREDIT 
SYSTEM FOR FARMERS 
By EARL L. BUTZ 
The Brookings Institution. 104 pp. $1.00 
Here is a critical examination of re- 
sults achieved during the past decade 
by a unit of the Farm Credit Admin- 
istration. The author carefully weighs 
the pros and cons of the undertaking 
in the light of public benefit received 
versus costs, and constructively advo- 
cating changes which would reduce tax- 
payer burdens. 


POSTWAR PLANNING IN THE 
UNITED STATES 
The Twentieth Century Fund 151 pp. $1.00 
An organization directory listing 197 
private and governmental agencies of 
national scope now concentrating upon 
postwar problems. This valuable book 
describes the aims and backgrounds of 
the various agencies, listing personnel 
and postwar projects. 


THE FEDERAL RESERVE SYSTEM 
IN WARTIME 
By ANNA YOUNGMAN 
Nat'l Bur. of Economic Research 72 pp. $.50 
In this informative pamphlet, writ- 
ten by an able member of the editorial 
staff of the Washington Post, the au- 
thor describes the wartime transition of 
the Federal Reserve System from its 
former role as a bankers’ bank to a 
banker to the Government, and the 
possible effect upon its postwar func- 
tions and policies, 
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it you expect your investments to take care 
of you now or in the future—give them the 
strong protection and advantages of our per- 
sonal supervision. 


Stock split-ups and stock dividends, broad re- 
fundings of bonds and preferred stocks, altered 
dividend policies, new issues of equities and 
obligations, speeded up reorganizations . . . all 
must be analyzed and interpreted correctly if 
your funds are to work most profitably for you 
in special situations. 


You are well aware that new methods of manu- 
facture, ingenious machines, exciting new ma- 
terials and products are being developed, Some 
will be unimportant — others may prove revo- 
lutionary. Your securities will be affected by 
these as well as other factors such as the labor 
problems now hatching and the reshuffling of 
world markets. 


A growing number of investors are realizing 
that the supervision of a substantial list of 
holdings is a problem best handled by a large, 
experienced and fully equipped organization. 


Business and professional men and women 
everywhere, recognizing the value of special- 
ization and long experience, have retained our 
counsel ‘to es te and promote their invest- 
ment welfare. 






Unsolicited comments, such as those which 
follow, all received with recent renewals, in- 
dicate the satisfaction with which clients re- 
gard their investment progress under our su- 
pervision. 

“I received your report of the one year su- 
pervision of my investments and thank you 
for your excellent results. Enclosed please find 
check for a year’s renewal. I like the way 
you make out your report.’””—— Mr. J. H. T., 
Ohio — 12/3/44. 


‘You have picked out good situations and have 
been conservative. Enclosed find my service 
fee for the next twelve months.’’ — Dr. R. R., 
Iowa — 12/15/44. 


“It is gratifying to note that your study of 
my account indicates capital growth in excess 
of the market improvement, as well as a satis- 
factory income return, I am very well satis- 
fied with result obtained and am happy to 
continue my subscription. — Mr. C. J. S., Ohio 
— 12/20/44. 


To our knowledge, there is no source of expert 
investment supervision better qualified to help 
you solve your security problems... none with 
a sounder record of accomplishment for its 
clients. We can assist you to secure added safety, 
income and profit from your investments 








SUGGESTED ACTION — Write today asking for any information you 
desire to know before enrolling. Include a list of your present holdings and we 
will evaluate them and quote an exact yearly supervisory fee, without obligation. 


InvestTMENT Ma&acement SERVICE 


A Division of Theis 






90 Broad Street New York 4, N. Y. 
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“,..and to think it all started from a single varnish plant”” 


@ In 1944 The Glidden Company 
entered the exclusive circle of firms 
with annual net sales of more than 
$110,000,000. 


Glidden’s phenomenal growth from a 
single varnish plant to this great 
diversified organization has been the 
result of a basic pattern. For example, 
the company’s expansion from varnish 
to food began with the discovery that 
the mills used to crush flaxseed for the 
linseed oil needed in varnish could 
be utilized in idle periods to crush and 
extract edible oils from other seeds 
and nuts. This led to the processing 
and refining of these edible oils and, 
in turn, to their utilization in the 
manufacture of finished food products 
such as shortening, margarine and 
salad dressings. Then, in order to pro- 
vide distribution, Glidden acquired 
the entire Durkee Famous Foods 


organization and thus became a major 
factor in the food field. 


Subsequently this same principle of 
functional diversification was fol- 
lowed to acquire other properties to 
provide control of raw materials—the 
key to the maintenance of uniform 
product quality. 


Research, too, has been a guiding star 
in Glidden’s growth and progress. 
Many trail blazing achievements have 
been made by Glidden’s 26 research 
laboratories . . . the most recent being 
in soybean research and the new field 
of hormones. The significance of all 
this to you is the pacemaking quality 
and dependability of any product 
made by Glidden. 


THE GLIDDEN COMPANY 
CLEVELAND 2, OHIO 


*Mr. Glidden who perfected his original varnish formula 67 years ago... would be astounded 
if be could see the tremendous organization that has been built upon that early foundation. 
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PRINCIPAL GLIDDEN PRODUCTS: 


FOODS. Durkee’s Famous Dressing. 
Margarine, Shortening, Spices and 
Worcestershire Sauce . . . Dun- 
ham’s Shred Cocoanut . . . Spe- 
cial ingredients for bakeries and 
confectioners. 


VEGETABLE OILS. Soybean, Cocoanut, 
Cottonseed, Peanut, Corn, Palm 
and Linseed Oils. 


SOYBEAN PRODUCTS. ‘‘Alpha’’ Pro- 
teint ... Gamma Protein, Lecithin, 
Soya Meal, Flour and Flakes, Poul- 
try and Livestock Feeds. 


PAINTS. SPRED, Jap-A-Lac, Ripolin 
Enamel, Spray-Day-Lite, Glidair 
Aviation Finishes, Endurance 
House Paint . . . Gliddenspar 
Varnish... Nubelite ... Industrial 
Paints ... Varnishes . . . Lacquers 
and Enamels. 


CHEMICALS AND PIGMENTS... Titanium 
Dioxide . . . Lithopone . . . Cad- 
mium Colors . . . Litharge, Red 
Lead, Euston White Lead, Cuprous 
Oxide, Micalith-G, Dry Colors. 


METALS AND MINERALS... Powdered 
Iron, Copper, Lead and Tin; 
Wilkes Type Metal; Battery Grid 
Metal. 


NAVAL STORES. .. Tars, Rosins, Tur- 
pentine, Solvents, Synthetic Rub- 
ber, Compounds, Compounds for 
Plastics. 
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